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general 

1 ©retests to tugoslayto— US Embassy Athens reports that the 

' gr ilgrSvirairientYaS' presented a note to the Yugoslav 
testing the dissemination of news by the Belgrade press and 
dPsiiled to iaFttps*® revolt hi Greece. The note also states that Greek 
authorities have evidence that the rebel radio is established on Yugoslav 
territory. The note concludes that; (a) there can no longer be any doubt 
of “the support given by the Yugoslav Government to the rebellion of 
the Sdtt Marte and his toUowtag"; aid <b) the Yugcslav attitude is 
contrary to the 'OH Charter and constitutes open intervention in the 
internal affairs of Greece. ■ 


( 


Rarlv Yugoslav recog|iEiCjii4 -The UE Amfeass^or 
^Mircade has Mormed US Ambassador Cannon tnat h® gained from 
4 ieral atmosphere” of a conversation with the Yugoslav Deputy 
ter the impression that “the Yugoslav Government is 


the 


? orelgn 


co 


atemplatfcg early recognition of the Markos group 


i, Arabs turn to UK at eapense oQ jS--US Charge Dorsz sports from 
BSffi that, to view of US and Soviet support of the partition ox 
Palestine the Arabs feel that the UK is the only big power k© whom 
S» g» ta“ {or assistance. Be adds that the TOSS, tea nerer inspired 
friendship and that the US now “has let the Arab world down to suoh 
an extent that the Iraqis consider the US unfriendly. 


EUROPE 

4 GERMANY; Continue d Soviet pressure cm polltic^ i^position - US 
Political Adviser Murphy reports that in a further move to oust the 
leadership of tha Christian Democratic Union (CDU) to the Soviet 
’Zone the Soviet Military Administration has simultaneously; (a) recog- 
nized a new party executive; and (b) named new editors and a new licensee 
f 02 » the CDU Berlin paper and authorised an increase to the paper s cir 
dilation from 50,000-125,000. Murphy adds Uiat Uie recent^ ousted 
party officials, Kaiser and Lemmer, still consider themselves legit .mate 

or ik 
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CDU heads and have been conferring with CDU officials from the 
Soviet and Western Zones; these officials have not yet reached a 
decision regarding dissolution of the party in the Soviet Zone. 

Expected Soviet efforts to oust West from Berlin — US Am- 
bassador Smith shares Ambassador Murphy' s misgivings over the 
reported UK suggestion that “some reparations'' be given the USSR 
to keep Soviet officials from creating intolerable conditions in Berlin 
for the Western Powers (see Daily Summary for 26 December, item 5). 
Smith considers that any such attempt to appease the USSR would dis- 
regard “what we have learned from experience in dealing with the 
USSR." Smith also anticipates that Soviet officials in Berlin will 
undertake a * ‘noisy campaign" and make conditions as unpleasant 
as possible to '‘scare" the Western Powers into evacuating the city 
(see CIA Special Evaluation No. 23, 22 December). Smith believes, 
however, that the Kremlin will not push matters to the breaking 
point on any European front, at least until the USSR has further con- 
solidated and organized the Satellite economies and military estab- 
lishments. 


5. FRANCE; France desires improved relations with Franco Spain — 

An official of the French Foreign Office has told US Ambassador 
Caffery that, in view of the Comlnform Declaration and the recent 
activity of French Communists, France wishes to improve its rela- 
tions with Franco Spain. As a step in this direction,the French hope 
to begin official conversations with the Spanish in January looking 
to the gradual reopening of the French-Spanish frontier and the eventual 
resumption of normal commercial relations between the two countries. 
Caffery's informant observed that because of open Communist efforts 
to take over western Europe, France must strengthen its relations 
with both Spain and Portugal, as well as its other neighbors. 


6. USSR: No eviden c e of serious food shortages in Moscow — US Embassy 
Moscow reports that, although certain bottlenecks have retarded dis- 
tribution, there is no evidence of serious food shortages in Moscow. 
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Although the people fear that the present availability of goods in state 
stores may not continue, there has been no increase in the state-con- 
trolled prices established at the time of the recent monetary decree. 


NEAR EAST-AFRICA 

/ 

7 . TURKEY: Arab requests for arms refused - - Foreign Minister Sadak 
has informed US Ambassador Wilson that requests for arms made by 
representatives of Arab states have been refused by the Turkish Gov- 
ernment. Sadak informed the Arabs that: (a) such supply would place 
the Turks in an *' ‘impossible" ' position with regard to the US, which is 
row supplying arms to Turkey and which supported the UN decision to 
partition Palestine; and (b) such aid would be a violation of Turkey's 
obligations as a member of the UN. 


8, PA LEST1NE : British to- inter cept PA N YORK and PAN CRESCENT- - 
US Consul Macy reports from Istanbul that the British have stationed 
a frigate and two destroyers at the exit of the Dardanelles (with a 
cruiser available for boarding operations) to Intercept the Zionist 
immigrant ships PAN YORK and PAN CRESCENT. (According to a 
CIA source, the two ships are due off the Palestine coast on 1 or 2 
January.) 


THE AMERICAS 

9. PARAGUAY: Possible assumption of extraordinary powers by M orlnigo 
CJS Embassy Asuncion has been informed by the Argentine Ambassador 
that Finance Minister Gonzalez, the Government's candidate for the 
presidency, has so little support that he could only hold office as a 
"Presidential puppet." The Embassy's source added that a group led 
by Foreign Minister Vasconsellos is now seeking a formula whereby 
Morlnigo can assume extraordinary powers until he can call for new 
elections and hold a new convention to elect his successor. 
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GENERAL 

1. XJK plans steps concerning “free” Greek government- - »A UK Foreign 
Office official has informed JJS Embassy London that the UK proposes 
to take the following steps concerning the Markos regime: (a) instruct 
UK representatives in Belgrade and Sofia to inform the Yugoslav and 
Bulgarian Governments that “by no stretch of international law can 
the Markos group be considered to have the rights even of a belligerent, 
and therefore it does not have the status of a government”; and (b) in- 
struct the UK Ambassador in Athens to urge the Greek Government 
not to suppress indiscriminately non-Communist leftist parties but 
to endeavor to persuade leftist “splinters” to condemn the Markos 
group. The official said that while Satellite recognition of the Markos 
regime would create a “tricky” situation vis-a-vis the UN, he thought 
that “the Greek Government could ask the US- or the UK to send troops 
to Greece to assist it in resisting aggression.” The official also ex- 
pressed the opinion that recognition of the Markos regime might take 
place in stages, and that Albania, still technically at war with Greece, 
might be the first to accord recognition “as a test.” 


,2. Reported Satellite intentions In Greece --The US Military Attache in 
Belgrade believes that the announcement of the “free” Greek govern- 
ment strongly implies imminent recognition by the Satellites. The MA 
considers that the USSR and Its Satellites will “do everything to estab- 
lish a Communist Government in Greece short of bringing on World 
War HI,” He expects the Satellites successively: (a) to step up con- 
siderably shipments of materiel and supplies; (b) to assign military 
missions to the “free” government, “thereby adopting a ‘Truman 
doctrine* for Markos”; and (c) to supply more volunteers and perhaps 
international brigades. 


EUROPE 


3. GREECE:' Strong Greek army effort necessary for relief of Konitsa -- 
According to US Embassy~Afchens, the Greek Commanding Officer of 
the Jannina area believes that the current guerrilla operation against 
Konitsa is the work of Soviet and Yugoslav experts rather than of 
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l s eek amateurs because it is so well planned and executed. The 
A csiitsnt US Military Attaches believe that Konitsa can be relieved, 
they point out that; (a) the operation will require additional re- 
inforcements and a strong effort by the Greek Army; and (b) if the 
operation is successful., the resulting concentration of the Greek 
A rmy around Konitsa will leave Jannina * ‘badly exposed/ 1 The Greek 
Commanding Officer also declared that Greek Army casualties have 
been extremely heavy and that guerrilla ammunition is apparently 
unlimited. 


TRIE STE : Yugoslavs press for early ap poin tment of Governor —US 
Ambassador Dunn renorts that the Yugoslavs are exerting pressure 
on me Italians for early agreement cm a candidate for Governor of the 
Free Territory of Trieste. Dunn believes that this pressure reflects 
Yugoslavia's desire to get US and UK troops out of Trieste and has a 
very definite bearing on Yugoslav and Soviet intentions toward Italy. 
Dunn adds that the UK Ambassador has hinted to De Gasneri that the 
TJK “would not be at all sorry” if Italo- Yugoslav discussions regard- 
ing a Governor came to nothing. 


ITA LY ; Anti-C o mmunist moderates considering split with CGIL- -The 
OS Military Attache in Rome reports that the Christian Workers Union 
is planning a congress in January to discuss the present policy of the 
Italian General Confederation of Workers (CGIL) and the establishment 
of a movement similar to the new Force Ouvriere in France. The Attache 
believes that such action may lead to the secession of all moderate labor 
groups from the CGIL, which would then be composed only of leftist 
extremists. 

(CIA Comment: The withdrawal of anti -Communist elements 
from the CGIL would deprive the Confederation of only about 18% of its 
present membership. As the secessionists would be primarily white 
collar workers, their defection would not, in the immediate future, 
reduce the CGIL *s capability for instigating a paralyzing general strike. 
On the other hand, a new anti- Communist labor movement could serve 
as a nucleus for a far larger anti-Communist labor group which in 
time could neutralize the capabilities of the Communist-dominated CGIL.) 


- 2 - 

Mssami 

Approved For Release 2001/04/04 : CIA-RDP78-01617A005900020001-1 


Approved For Release 2001 



-BDP78-01 61 7A005900020001 -1 


6. -UK: US statemen t we lcomin g UK -US SR pact suggeste d— The UK 
Foreign Office has told US Embassy London that the public does not 
sufficiently recognize that the recently signed UK-USSR agreement 
fits in with the purposes of the European recovery program. Accord- 
ing to the Foreign Office, the agreement has been interpreted in some 
quarters as a UK move to reorient its trade from the US to the USSR. 
A Foreign Office official believes that a formal US statement welcom- 
ing the agreement in connection with the recovery program would be 
most helpful in Europe. 


NEAR EAST-AFRICA 

7. TRANSJORDAN: Gove r nment's resignation may im pair Arab solidarit y— 
US Consul General Macatee reports from Jerusalem that Trans jordans 
Prime Minister, Samir Rifat, has resigned and King Abdullah has re- 
quested former -Premie? Tewfic Pasha Abul Huda to form a new govern- 
ment. The resignation marks the culmination of a feud between Abdullah 
and Samir Rifat . 

(CIA Comment: This development may threaten Arab solidarity 
as Samir Rifai, unlike King Abdullah, has unequivocally supported the 
■ .Arab League's Palestine policy. The new Prime Minister will be more 
amenable to the policies and personal wishes of Abdullah.) 


8. INDIA: British fear Indian att ack o n Pakistan — According to US Em- 
bassy London, Undersecretary Patrick of the UK Commonwealth Rela- 
tions office regards the recently-expired Indian note to Pakistan con- 
cerning Kashmir (see Daily Summary of 28 December, item 1) as an 
ultimatum and fears that it will be followed by an Indian attack on 
Pakistan within the next few days and by a complaint to the Security 
Council./ Although Patrick believes some concession by Pakistan might 
relieve the tension over what India regards as interference in its 
integral territory, he points out that Pakistan has asserted its inability 
to control the Moslem tribesmen who have invaded Kashmir in a spirit 
of holy war. He also believes that the Sikhs might get out of control 
and thus force an inter -dominion struggle. Patrick adds that althou gh 
the Immediate withdrawal of British officers from the armies of both 
dominions following outbreak of hostilities would “cripple" Pakistan's 
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Army, the larger Indian Army is ai present overextended so that Pakistan 
would not be immediately o\ r erwhelmed. He stated his belief that Af- 
ghanistan would probably make an alliance with Pakistan and that the 
USSR also would probably take Pakistanis side. According to Patrick, 
the British position has not yet been formulated. 

(CIA Comment: Sikh ambition to regain lost territory in the 
West Punjab may prove a critical factor in the present situation. A large 
concentration of Sikhs near the India- Pakistan boundary suggests that the 
Sikhs may have determined to precipitate a conflict. In the event of hos- 
tilities, Moslem tribal support might enable Pakistan to gain an initial 
success over the overextended Indian Army despite the withdrawal of 
British officers. CIA doubts that the USSR would align itself with 
Pakistan, because India is more receptive to Communist doctrine and 
would have greater long-range value as an ally.) 


FAR EAST 

9. PHILIPPINES: Immediat e uprising reported can celled— The US Command- 
ing: General in the Philippines reports that the probability of an immediate 
uprising has been greatly lessened by apparent action of Communist 
leaders in cancelling what promised to be an initial outbreak on Christmas 
eve. Through a well-informed and reliable source, the Commanding 
General has learned of recent conferences between three Communist 
leaders and the President of the Philippine Senate during which: (a) toe 
Communists were informed that the Philippine Government was aware 
of the plans for revolution; and (b) the participants discussed possible 
Communist proposals to the Philippine Government regarding a compro- 
mise settlement of the Central Luzon situation. Following these meetings, 
it was reliably reported that plans for the uprising were suspended. The 
Commanding General warms, however, that the dissidents do not appear 
to have abandoned their original intentions, and that future action is a 
possibility. 

(CIA Comment: CIA believes that conditions favorable to revolu- 
tion exist in the Philippines, and that sporadic outbreaks and rumors of 
revolt will continue.) 
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10. CHINA: Pro spects for fall of Mukdgft - -US Consul General Mukden 
reports that the current Communist offensive in Manchuria apparently 
Is designed to hasten the fall of Changchun and Kirin and is not aimed 
primarily at the capture of Mukden, He considers, however, that Ma- 
ternal revolt, desertions, or fifth column activity may cause the fall 
oi Mukden within weeks or months. He expects that if the Nationalists 
and Communists are able to negotiate an evacuation of the city, the 
transfer of authority may be orderly, otherwise he believes it likely 
that the turnover will be “wild and bloody. 
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EUROPE 

*• comment on US policy toward Spain — With reference 

to the State Department s recent review of US policy toward Spain 

CuibGrtsor ‘ observes that: (a) Franco will not substantially 
modify his regime so long as the US and other powers insist on his 
personal elimination; and (b) if these powers seek a cooperative solu- 
tion with Franco, pressure would be so great that Franco would 
liberalize and in time be eased out of power." Culbertson therefore 
suggests that the US convince all elements including Franco of "the 
practicability of cooperative solution and long-term democratic 
results ami implement present US policy by a willingness to con- 
sider now governmental assistance coordinated with private credits. 

(CIA Comment: CIA believes it most unlikely that Franco will 
or can substantially modify and "liberalise" his regime.) 


2 ‘ ” us Ambassador 

Durni reports that an existing critical shortage of funds and foreiim 

exchange is likely to reduce seriously the amount of military emzip- 

ment and ammunition for which the Italian Government can pay!* P 

f rniIi ^y ofiicials have Suggested to Dunn that the US "deposit 

anvCot^t^ mS *i M J ' shfc bQ needsd the Government to check 
any Communist revolutionary attempt and thus permit the Italian 

armec. forces and police to pay for only those items actually used 


*2 


suggests instead that: (a) critical military items be 
? S S d 111 US ~ cccu P ied ?anes in Europe and made readv for 
dpS« SW Sit5 t t0 Italy; aad ^ some consideration be given to air 

^i^ary aid. He observes ST "the Zt- 
me of the early days of the fighting would be all-important." 

3 ' 2S t ^f?”' Withlg JSS ^ gg ^-- US E ®>bassy Athens re- 
Tf® “JJ there is ® ome supporting evidence " for current stories 
rn!l! f?D P n S alleging recent friction within the KKE (Greek 

mentoftte ’ Th ! pr6SS accounts suggest that the establish- 
ment of the Markos regime marks a victory for the "internationalists" 

*V oij 

ihisbooSi! CAII ™ or 

Wo. 4 APR 1978 04* 
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over the “nationalists'* iiiKKE. The stories allege that the “inter- 
nationalists” have agreed to the incorporation of Greek Macedonia 
into the Yugoslav Federal Republic as a condition tor the authoriza- 
tion and recognition of the “free" Greek government by the Balkan 
Communist states. 


4 . SWEDEN: Government to request US financial aid -~US Ambassador 
Matthews reports that the Swedish Government has agreed in principle 
to authorize its financial adviser to the Foreign Office (now in Wash- 
ington) to ask for US financial assistance (see Daily Summary of 
22 December, item 8). 

According to Matthews, US refusal to grant a loan: (a) would 
be interpreted as US disapproval of Sweden's postwar economic and/or 
political policies; and (fc) would result in “keen disappointment and 
some resentment,'* which might prove salutary because a deterioration 
of Swedish economic conditions might demonstrate that Sweden's future 
is more closely linked to the West than certain Swedish officials have 
been prepared to admit. Matthews does not think that such deteriora- 
tion would result in a serious increase in Communist strength in the 
country. In Matthews opinion, a US refusal might also remove Swedish 
complacency toward the European recovery program. 


NEAR EAST -AFRICA 

5. TURKEY: “Free” Greek regime regarded as test of resistance — US 
Ambassador Wilson reports that Foreign Minister Sadak has expressed 
concern over the formation of the “free” Greek government, which 
Sadak regards as an example of the familiar Soviet technique of probing 
for weakness. The Foreign Minister expressed his belief H y * * if the 
USSR concludes that the Satellites can recognize and support the 
Markos regime without great risk, it will “move in rapidly” and the 
situation will then become extremely grave. Sadak added that, in his 
opinion, only a prompt declaration of US interest in maintaining the 
freedom and independence of Greece can prevent the development of 
such a dangerous situation. 
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FAR EAST 

6. FIC: French fail cam paign ails --US Consul Hanoi reports that from 
all appearances the active military operations in north Indochina 
ende-1 about the middle of December. Neutral observers do not believe 
that a majority of the Viet Mirth troops were destroyed or even engaged, 
as the French have claimed. They also doubt the French claims that 
the greater part of the Viet Minh supplies have been destroyed or that 
French casualties have been as low as reported. The Consul expects 
French losses to continue as a result of increased Viet Minh action 
following the onset of bad weather. 


THE AMERICAS 

7. NICARAGUA: Dom inic an reco g nition accorde d- -The US Charge in 
Managua reports that the Dominican Government has recognized the 
Roman j Reyes regime. 

(CIA Comment: Other Latin American Republics may now be 
expected to follow the Dominican Government’s lead in formally recog- 
nizing the present Nicaraguan regime.) 
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* EUROPE 

t, FRANCE: Bidault also requests military talks with US — Foreign 
Minister Bidault las reiterated to US Ambassador Caffery Armed 
Forces Minister Tietgen’s recently expressed desire for military 
conversations between France and the US (see Daily Summary oi 
22 December, item 4). Bidault likewise observed that France 
“by definitely aligning itself with the West” and “by arresting and 
excelling Soviet agitators” has exposed, itself to possible Soviet 
reprisals. He added that the Government is planning a further 
purge of “dissident elements” from the French Air Ministry, in- 
cluding Chief of the Air Staff Major General Piolleto 


2. GREECE: “Free” gov ern n ent reported in Serbia— Greek Charge 
Pappas has toldUs Charge Bruins in Prague that he has “reliable 
information” that the “free” Creek government is located in 
Serbia. Bruins considers Pappas “usually well informed.” 

Greek morale lowered by announcement of Markos regime — 
US Charge Rankin reports from Athens that the announcement of 
the “free” Greek government has made a “surprisingly strong 
. psychological impact” on the Greek man in the street. Rankin adds 
that the proclamation cast a pall of gloom over Christmas festivi- 
ties and caused some speculation as to the prospects of (a) the 
bombing of Athens*, (b) uprising and sabotage in the capital; and 
(c) the abandonment of Greece by the US. There is little confidence, 
Rankin adds, that the US will take effective counter-measures in 
the event that the “free” regime is recognized by the Satellites. 

Prime Minister stresses need for arms — Rankin also reports 
that Prime Minister Soohbulis has emphatically reiterated his plea 
for an increased supply of US automatic weapons and artillery which, 
the Prime Minister says, “must be in the hands of the Greek Army 
before April if catastrophe is to be averted.” 
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. ' GENERAL 

8 India may take Kashmir issue to Security Council— US Charge - 

Donovan reports from -New Delhi that the Government of India has ■ 
deliverea a note to the Government of Pakistan requesting that 
Pakistan deny to the Kashmir invaders "all access to and use of 
Pakistan territory for operation against Kashmir, all military and 
other supplies, and all other kinds of aid which might tend to pro- 
long the present struggle," The note adds that, failing a satis- 
factory response, the ‘GDI will be compelled to take such action 
with due regard to its rights and obligations as a member of the UN 
as it may consider necessary to orated its own interests, and those 
of die people of Jammu and Kashmir," The Secretary General of 
the Indian Foreign Office told Donovan that: (a) he sees little hope 
of agreement between India and Pakistan on the Kashmir question: 

(b) unless a favorable reply to the Indian note is received before 
the end of December, the GO! will present the matter to the Security 
Council; and (c) the GOI will not permit adjudication of the issue by 
the UK or any other member os the British Commonwealth, 

— — & s g y_A thg us comments on "free" Greek government — US Embassv 
Athens reports that U^ sTgniiicanf FeTbires of the annoracement of 
the free Greek government are: (a) failure to include any non- 
ommunists in the cabinet; (b) failure to identify the seat of the gov- 
ernment; (c) emphasis on special friendship with the USSR and the 
Balkan neighbors; (d) the reference to full equality of minorities 
within Greece; and (e) the "ominous reference" to the organization 
of a democratic air force. The Embassy adds that the long-term 
significance of the announcement depends on whether the government 
is recognized by one or more of the Satellites and/or the USSR and 
the guerrillas receive substantially increased aid. The Embassy 
expi. esses the opinion that developments along these lines" will 
occur gradually, their precise nature and rhythm depending on the 
Soviet estimate o: probable US and world reaction, 

¥T~ 

3 * t oward "free" Greek governmen t- -Yugoslav Deputy 

Foreign Minister Beeler. has professed to US Ambassador Cannon in 
elgrade that he aces nor know whether Yugoslav recognition of the 

OVs 
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'‘free" Greek government will be “early or deferred/ 1 Bebler 
supposed, however, that “it would be logical to break with Athens 
eventually depending on circumstances/' Bebler described the 
Greek situation as a “regular civil war" on which neighbors are 
entitled to take a position. Bebler was clearly impressed when 
Camion pointed out that if the Markos regime were recognized by 
nearby states, the world at large would consider Yugoslavia “in 
the forefront with large responsibilities for the consequences/ 1 


EUROPE 

4. BELGIUM: Soaak critical of democratic leadership — US Charge 
Millard reports that Premier Spaak has expressed to him a pessi- 
mistic view of: (a) the lack of energetic leadership among the 
democracies as compared with the ‘positive activity and vigorous 
plans of the USSR**; (b) the apparent lack of planning which preceded 
the CFM; and (c) the probability that France and other European 
countries would be unwilling to make the sacrifices necessary for 
domestic recovery without firm pressure from the US. 


5. UK: Reported views on Western position in Berlin — According to 
US Embassy London, a high Foreign Office official believes that 
some reparations, however limited" should be given the USSR 
to prevent Soviet officials at least for a time from creating in- 
tolerable conditions for the US, the UK, and France in Berlin. The 
same official believes the Western Powers should carefully review 
their position In Berlin, and if any doubt exists that their position 
can be maintained they should withdraw and make a public state* 
ment blaming the USSR. Otherwise, the official believes, an in- 
tolerable S-®iioii would bo created, if the Western Powers announced 
they would remain and then were compelled to withdraw. The same 
official has also advised the Embassy that he believes a central 
provisional government should be established immediately for the 
Western Zones at Frankfurt and its provisional nature widelv pub- 
licized. 
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However, Ambassador Murphy reports from Berlin that the 
above views are contrary to his understanding of Foreign Minister 
Bovin s attitude on the establishment of a central government 
Murphy disagrees with the view that reparations should be paid to 
the USSR to obtain respect for the four -power agreement authoriz- 
ing the powers to occupy sectors of Berlin,, 


6* ITALY: No US objections on Soviet trade talks --The Department 
of State has authorized tiTA'mbass.'idor Dunn to inform the Italian 
Government that the US sees no reason why Italy should not enter 
into trade negotiations with the USSR as currently planned (see 
Daily Summary of 18 December, item 2). 
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poss ible fighting i n Palestine— US Charge 
'Mcmminger in Damas cu^ reports 

has f iade arrangeme 

ms and ammunition to the value of $2,085,00(1 US Military 

th» 5 dad .^ eoorts i that Iraq has concluded an agreement 
with the UK for the purchase of arms and equipment to be de- 
ivered by 30 April 1948. The MA adds that the new equipment 

deSiSned ‘° 8treng ‘ heB 5ot P^lMe 


2 


EUROPE 

J?i NCE L D e Gaullists-TTS Ambassador 

Caffery observes that De Gaulle s friends to the Assembly have 

oemo^trated, by their request for new elections and their aXonism 
to jj h . e G ° ver J! m ? !lt s economic program, that they are bent uoon° 

trouble for the Schuixiah Government (see Dally Summary of 

siTOoSsrfD^r/n Caffery notGS V}ith satisfaction that ‘‘some 
supporters of Do Gaulle are oecoming disgusted with these tactics " 


c 


NEAR EAST -AFRICA 

'S.EGY^T: Tuck s^estsJDStelce steps to regain nre<*tu™ m 
Ambassador Tuck ri£5HS 

time low. Tuck states that Egyptian feeltoV wii , JSL, ^ u 

gowr nod by the US attitude. 

M ta ® P artiti °n Of Palestine. He considers that 
Egyptian resentment may develop into an atHtndl J * u th L 
toward the US Tuck exore^^ ^7°. at ™de of active hostility 
e 11 „ ■*• U4>K - expresses the ootoion that fh#» ttq c i, n ,,iJ „ 

SXrtVuSrtTa^ step w “ ch « *£*“- 

and economic difficulties. ' present financial 
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4. IRAN: Hakiml facing difficulties in formation of cabinet — US Ambas- 
sador Allen in Tehran reports that Prime Minister -designate Hakimi 
is experiencing considerable difficulty in forming a cabinet and that 
the Shah is apparently pleased. According to Allen, the Shah seems 
to believe that a continuation of the government crisis will create a 
public demand that he take a leading role in resolving the situation. 
Allen adds that reports that former Prime Minister Qavam has 
bean arrested have “no basis” and that Qavam will probably be 
allowed to depart for Switzerland in a few days. 


FAR EAST 

5. CHINA: Nation al Government again stre sses ammunition shortage— 
The Chinese Vice-Minister of Foreign Affairs has stressed to US - 
Ambassador Stuart the dire need of the Chinese armed forces 
for US 50 -caliber ammunition, stating that China has only two mil- 
lion rounds remaining. Stuart comments that while there is no way 
oa ascertaining with accuracy the amount of ammunition possessed 
-oy the Chinese Nationalist armies, the deteriorating military situa- 
W tion indicates that such a shortage is likely, 7 
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6. INDONESIA: UK officiars impression of situation — US Embassy 
The Hague reports the opinion of Hugh Grey, recently appointed head 
of the SEA Division of the UK’s Foreign Office, that nothing tangible 
can be expected from the Security Council’s Good Offices Committee 
(GOC). Grey believes that the US and the UK have a common interest 
in a speedy solution of the Indonesian problem. He considers that: 

(a) the major problem is how to make the Dutch realize that it is to 
their own best interest to come to terms with the Indonesian Republic: 
and (b) that the Dutch do not realize the “catalytic action of world 
war in speeding up political evolution in the Far East dependent 
areas and the consequent, inevitable Nationalist triumph ” 
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1. “ Cominform” fo r Lati n America resorted under discussion - -US 
Ambassador Caffery In Paris has been fcoldby k * ‘trustworthy source” 
that: .(a) the . ''Comintern agent’ * Vitorio Codo villa, a major figure 
in the Argentine Communist Party, attended the recent UNESCO 
meetings in Mexico City and discussed with its Communist partici- 
pants the establishment of a “Latin American 'Cominform* ”;and (b) 
the question was left open because of indecision as to whether the 
new organization should be strictly secret or “more or less open” 
like that in Belgrade, 

(CIA Comment: CIA recently directed attention to the fact 
that the creation of additional regional Communist groupings, 
particularly in Latin America, is a possibility; see CIA Weekly Summa- 
ry of 19 December, oage L) 


EUROPE 


2„ USSR: Controls on m issions and correspondents increased— US Embassy 
Moscow interprets the"new~5oyiet restrictive measures as indications 
that the Kremlin has made a basic decision to make living conditions 
as unbearable and expensive as possible for foreign missions and 
correspondents in Moscow,, The apparent aim is to force many of 
them to withdraw and thereby limit to the bare minimum the number 
of eyes and ears which can report on actual conditions inside the USSR, 

The Embassy feels that we should make concrete plans to re- 
taliate immediately by placing restrictions upon both Soviet and Satel- 
lite missions in the US similar to those placed on US representatives 
in Eastern Europe, ■ 


_ New Deputy Chairma n of the Council of Ministers appointed— 
The US MUlTHry Attache In* Mosca^repoHi^liit^lFrX.ri^alysnev'was 
appointed Deputy Chairman of the Council of Ministers on 20 December, 


(CIA Comment: The Council of Ministers now has 12 Deputy 
Chairmen; of these only two, including Malyshev, are not members of 
the Politburo, Malyshev is a member of the Central Committee of the 
Communist Party and, as a Colonel General, he was Commissar of the 
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tank industry until October 1945, Since then, he has been Minister 
of Transport Machine construction,, CIA believes that the purpose 
02 Malyshev's appointment to one of the highest government posi- 
tions is primarily to enable him to exercise more direct authority 
and to concentrate his attention on the greatest single weakness in 
Soviet economy— the shortage and disrepair of railroad transport 
equipment, particularly locomotives and rolling stock.) 


3. FRANCE: More publicity for US aid recommended — US Ambassador 
Caffery expresses his~ conviction that the French people are in- 
adequately informed of the present scope of US aid to France. He 
considers that this aid should receive increased publicity, prefer- 
ably through the French Government and French news channels. 
Caffery believes that French officials will cooperate provided they 
are “continuously stimulated/* He inquires as to the possibility of 
obtaining additional funds to carry out this publicity program on an 
adequate scale. 


Bidbu.lt .e xpects agreements soon on German co ke— Caffery 
also reports that Bidault s report to the Foreign Affairs Committee 
of the National Assembly stressed the need of an “international 
regime” in the Ruhr and of “concrete certainties regarding the ex- 
port of German coal and coke.” Bidault added that he expected “very 
soon” to conclude new agreements guaranteeing certain tonnages of 
German coke for the French steel industry. 


4. CZECHOSLOVAKIA: Communist drive expected in Tanuarv— TJS 
Charge Bruins in Prague reports current indications that beginning in 
January 1948 the Communists will make every effort to achieve their 
objectives in Czechoslovakia by constitutional rather than extralegal 
means. He cites three reasons which militate against extralegal 
Communist action: (a) because of their non -revolutionary character 
the Czechoslovak people would probably react unfavorably to un- 
constitutional methods; (b) as Czechoslovakia is the only peripheral 
country with a highly developed industry, unorthodox Communist 
election methods would impair the country's ability to obtain necessary 
raw materials from the West and thereby jeopardize the export of 
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Czechoslovak products vital to the USSR; and (c) President Benes, 
who is extremely popular and highly respected, would strongly re- 
sist extralegal measures. 


NEAR EAST-AFRICA 

5. BRAN: Pre mi e r -des ignate cons idered wea k --US Ambassador Allen 
reports that Ibrahim Hakimi, the Iranian Prime Minister designate, 

Is regarded as honest and patriotic but as having little force or 
courage in emergencies. Allen adds that as the USSR considers 
Hakimi a ’‘British stooge,’* he will be under attack by Moscow, Allen 
believes that Hakimi will be fortunate to last two months, if he takes 
office. 


FAR EAST 

0, CHINA: Possible peace negotiations with Communists— US Ambas- 
sador Stuart has learned from General Chang Chih-chung that Chiang 
W Kai-shek on 20 December, following a conversation in which General 
Chang stressed the futility of continuing the civil war, gave the latter 
permission to attempt to renew negotiations with the Chinese Commu- 
nists. Stuart reports that Chang Chih-chung believes the Chinese 
Communists are ready to respond to such a proposal, Stuart adds 
that Chang has already approached the Soviet Embassy in an effort 
to enlist Soviet assistance in persuading the Chinese Communists to 
give up fighting and resume negotiations. In Stuart’s view, however, 
it is inconceivable that the Chinese Communists will accept peace 
negotiations at a time when they are winning on all sides, except 
possioly as a meant. oi discouraging and hampering US aid to ilie 
National Government. 

•\ 

(CIA Comment: The Chinese Communists will probably not 
enter into negotiations with the present National Government on 
anything but their own terms unless: (a) their present advantageous 
military position is seriously undercut by effectively -implemented 
US aid to the Nationalist armies; and (b) any prospect of substantial 
Soviet assistance to the Communists is removed.) 
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merit le aders concerned about PS aid eo ndttiana - - 
PS Ambassador Stuart reports that the Ge^eraltsstmor th® Prime 
Minister, and the Foreign Minister are concerned about criticism 
from Chinese reactionaries of the Governments recent request 
for US aid,. As an indication of official concern, Stuart cites a 
memorandum., received from the G®n@s*aliBsJ.mo ? s secretary, con- 
taining conditions for the extension of US $l,5OG,0OQ3§£onomlc aid 
over a four -year period and for loans to enable China to bay 
surplus and other military material from the US Government 
4 ©sttmated at US $100,000,000 for 1948), This memorandum states 
that the China program: (a) shall impose no legal obligation upon 
**» Chinese Government to employ US personnel; and (b) shall 
contain no political conditions other than those which may fee 
stipulated in an aid plan for Europe, 


7. SIAM: Thamr pn g -p hibul meeting— US Military Attache Bangkok 
believes that a recent meeting between Marshal Phibul and ex- 
P rentier Thamrong may lead to Thamrong'B open political resur- 
geace. Although Thamrong may have delivered an ultimatum to 
Phibul, the MA believes it more probable that Thamrong requested 
il® formation of a coalition government. The MA discounts reports 
that the Siamese Navy will take direct action against the Govern - 
meat but will Intensify its war of nerves. 
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1. Ar ab vol u nteer s en te r P ale stin e —US Charge Memminger reports 
from Damascus that a “sizeable hand'* of Arab volunteers has 
entered Palestine from Syria, Memminger predicts that ‘"serious 
hostilities** will occur before 24 December, 


Greece sugges ts com bi ned military plamnngrt o Turkey — Turkish 
Foreign Minister Sad&k has informed US Ambassador Wilson that 
the Greek Government has mads suggestions to Turkey looking to 
combined military planning and eventual combined operations, if 
future developments warrant Sadak said that while Turkey realizes 
that the fall of Greece would constitute a serious threat to Tur3 
independence, the Turkish Government had replied to the Greeks 
“in a vague and guarded manner** because of the instability of' 
the Greek situation and in order to avoid any action which might 
seem provocative to others,, 


Yu vos 


l avia professedly desires no “adventures** in Trieste —US 


Ambassador Camion in Belgrade has been informed by a Yugoslav 
vice-minister of Foreign Affairs that “Yugoslavia wants no ad- 



US intention to enforce the Peace Treaty provisions on Trieste 
■with “complete firmness” (see Dally Summary of 19 December, 
Hem 2), He believes, however, that any further representations 
the Yugoslavs at this stage would have a diminishing effect 
and would “indicate nervousness on our part,” 


to 


4. 


EUROPE 

FRANCE : War Min ister d esires US -French^defense^miks - -The 
French Minister of Armed Forces -"had informed US "Ambassador 
Caffery that he is very anxious that France hold informal military 
discussions with the US. He added that France would be disposed 
to yield to the US such privileges and strategic bases in French 
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territory as the TJS might need. He asserted that France has now 
openly declared itself against the USSR and on the side of the western 
world. 

The Minister commented that if it were made clear to the 
French people that the US was trying to guarantee F rench security, 
there would be no difficulty in working out measures for the control 
of Germany,, He expressed himself as encouraged by recent evidence 
of the Government’s ability to “stop’ 1 the Communists, but added that 
he expects a new outburst of trouble in the latter part of January. 

RPF declare s Gove rnment unrepre s entat ive — US Embassy 
Paris reports the defeat of a proposal, endorsed by De Gaulle’s 
Rally of the French People (RPF), that March 1948 be set as the 
expiration date for the present National Assembly. RPF spokesmen 
alleged that the Government failed to represent public opinion and 
lacked a real majority in the French Assembly. The Embassy 
comments that although this proposal was decisively defeated, the 
RPF's action: (a) tends to create confusion in the public mind and 
hinders basic non-political reforms; (b) possibly results from RPF 
apprehension that Schumanns success could make De Gaulle’s return 
to power unnecessary; and (c) suggests the increasing possibility 
that the Assembly may be dissolved and new elections held, if the 
Government's economic program fails, 

1 'Force Ou v riere" receives international endorsement - - 
The Embassy has learned from a French labor leader that the Belgian 
General Federation of Labor (CGT) has offered “material and moral" 
support to the “Force Ouvriere" group (which recently seceded from 
the French CGT), and that the “Force Ouvriere" has also received 
endorsement from Dutch and Scandinavian labor groups. The Em- 
bassy's informant added that the “Force Ouvriere" expected the 
CIO and the AF of L to give it similar support. 

French labor schism may promote split in WFTU --The Em- 
bassy also reports the opinion of Belgian and French trade union 
leaders that the secession of one million French workers from the 
Communist -controlled CGT and the decision of the British Trade 
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Onion Congress to support the European recovery program may soon 
create a split in the ^orld Federation of Trade Unions „ These leaders 
believe that a WFTIT split would be facilitated if US labor organizations 
give adequate support to international industrial unions that seek to 
remain independent of the WFTU but which, like the “Force Ouvriere,” 
face great financial difficulties. 


£»„' GERMANY: German reacti on to CFM failur e — US Ambassador Murphy 
reports that a small sampling of public opinion indicates that about 
40% of the Germans consider the USSR responsible for the failure 
of the London CFM, but that only one percent blame the US for this 
failure. On the basis of preliminary information, Murphy believes 
that the German public is unimpressed by Soviet propaganda assertions 
that the USSR is the major advocate of a central German government. 
Murohy notes, however, that a number of the Germans interviewed 
believed that the US is creating a state of affairs which is disadvan- 
tageous to Germany. 


6.. AUSTRIA: USSR p r essing sal e of railroa d equipment — US Legation 
Ylenna has learned from a relialble source that the USSR is pressing 
for an Austrian delegation to come to Moscow early in January to 
discuss the possible payment by Austria of 400 million schillings 
for locomotives and rolling stock which the USSR claims as war booty. 
The USSR maintains that all locomotives and most of the rolling stock 
in the Soviet Zone are war booty lent to the Austrian Government. 

The US Legation observes that the equipment in question has never 
been recognized as captured enemy material either by the Austrians 
or by the Allies. 


7. GREECE: Continuing friction in G overnmen t— US Charge Rankin 
reports that, when’heliiliveTeH^eHmemolres (expressing US con- 
cern over the Greek situation; see Daily Summary of 19 December, 
item 4) to Prime Minister Sophoulis and Deputy Priihe Minister 
Tsaldaris, he -gained “the distinct impression that relations between 
Populists and Liberals have degenerated to a dangerous point,” 
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Sqphoulis informed Rankin that Tsaldaris was doing everything 
wossible to make him resign, but he had no intention of doing so. 
Rankin adds that publication in the Greek press of the US view 
on the importance of continued Populist -Liberal cooperation has 
done much to alleviate public fear of an imminent change of 
government. 


8. SWEDEN: Soviet propagand a o n Germany — Sweden’s Liberal Party 
(opposition) leader, dhlin has expressed to US Ambassador Matthews 
the opinion that many uninformed Swedes have been taken in by the 
repeated Soviet propaganda line that the USSR favors, and the 
Western Powers oppose, a rehabilitated, self-governing Germany. 
Ohlin considers that the remedy for this situation is for the 
Western Powers, using Soviet tactics, to state repeatedly their 
own policy regarding Germany. 

Request for US f ina ncial aid ex pected --Matthews also re- 
ports that the Financial adviser to the Swedish Foreign Office (who 
1 b at oresent in Washington) has requested his Government's 
authority to ask for some form of US financial assistance in order 
to meet Sweden’s financial and economic difficulties. The Swedish 
Riksfcank president believes that the Swedish Government will 
authorise this request. 
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10 ' -The US delegation to the 

Council s Good Offices^ommittQe (GDC) believes that the 
Netherlands -Republic disagreement will center around: (a) the 

jK5?S? f. of states in the United States of Indonesia 

£!!?> (b) the strength of representation of the various states in the 

CTwo of soversi ^ nt y to be accorded the USI follow - 

tF i iL Z establ Jf hment > Tbe US delegation considers that there are 
solutions to the Indonesian dispute: the establishment of 

a- * accor< ^ ance vrith the present Dutch plan under Netherlands 
authority; or the recognition of the sovereignty of the Republic 
raher alone or as the dominant element in the USI 0 The US dele* 

th^1°the ITS wnrw rlSkS **7%!** 1,1 both alteraat ^es but recommends 
that the ITS work for one of the solutions because '‘there can be no 

compromise in questions of ultimate sovereignty ” 


THE AMERICAS 

11. PANAMA: ^Igctionjrfdefense -sites agreement foreseen --Piv&sMew* 
Jimenez has infS^ed^ 

US ! Wo.’ ?mbly WU1 reJeCt the def ® nse ' 3ites agreement 
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to ComMorm sees French and Italian struggles in fifrst phase - -US . 
Embassy Belgrade reports that the third issue- of the Cominform 
Bureau Journal, published on 17 December, describes the present 
French and Italian disorders as only the first phase in the struggle, 
against “US domination 1 '. The journal states that in France, “new 
and heavy battles lie ahead of the working people “while- in Italy 
recent Communist activities demonstrated that the “democratic* 1 
camp is capable of creating favorable conditions for Communist 
victory. 


US sees sic o bjection to Sjgaakjs proposed M o scow visit — The State 
Department, in response to Premier Spaak’s inquiry (see Daily 
Summary of SO December, item 5), has informed US Embassy 
Brussels that it has no objection to Spaak’s proposed visit to the 
USSR. . The Department believes that the USSR propaMy would 
seek to capitalize on such a visit so soon after the CFM f and it 
doubts that “Spaak or anyone else cam do anything useful at this 
time about the 'Russian problem’ except through a determined policy 
of patient firmness, “ 


EUROPE 


3. USSR: K aganov ich retu rns from Ukraine --US Charge Durbrow. in ' 
Moscow reports that, according to the local press, Kaganovich has 
been renamed Deputy Chairman of the Council of Ministers. Durbrow 
comments that, if true, Kaganovich's return is an indication that the 
difficulties in the Ukraine, reported in 1947, have apparently been 
solved to the satisfaction of Soviet leaders. 


^Kaganovich, one of the earliest members of the Politburo, is 
a notorious economic and Party “trouble -shooter". He was relieved 
of his position as Deputy Chairman of the Council of Ministers and 
Minister of Construction Materials in the spring of 1947 and sent to 
the Ukraine where problems concerning political loyalty and agri- 
cultural production fed apparently arisen.) 
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4, NORWAY: Western orie ntation held essential — Norwegian Foreign 
Minister Lange has toid US Ambassador Bay that: (a) the London 
deadlock ^ill help crystallize Norwegian policy in favor of the West, 
“where Norway belongs"; (b) while Norway must cultivate friendly 
relations with USSR as the two are neighbors, its basic policy must 
be pro-western; (c) Norway may vote against the US in individual 
instances, but it will always side with the US "in matters of im- 
nortanfc principle/' 


FAR EAST 

5. SIAM: Opposition to present r egime — According to US Embassy, 
Bangkok, ek -Premier Thamrorig has' informed the UK Naval Attache 
that he is prepared to oust by force the present Siamese regime by 
1 January, if he is able to gain the support of the Siamese Navy. 

If Navy supp >rt is not forthcoming,Thamrong plans to bide his time 
and await a uertous split which he expects to develop within the Army. 

the Siamese Navy is planning to 
Bfage a coup, if Phibul and the Army try to control the elections 
in late January. 

(CIA Comment: The Siamese Navy is interested primarily 
preventing the Army from gaining complete control of the govern© 
ment. not in reinstituting Thamrong as Premier, The Navy has 
consistently juoported civilian elements in the government and 3 in 
continuation of this policy, will tend to oppose overt Army control.) 


6. INDONESIA: V iewp oint s of N eth erlands and Republic — Graham, the 
head of the US delegation to the Security Council s Good Offices 
Committee in Indonesia, reports that the Indonesian Republic intends: 
(a) to obtain from a third party a guarantee of its authority in Java, 
Sumatra and Madura; and (b) to achieve control of the archipelago 
either through a United States of Indonesia (USI) or by asserting 
dominance over the other islands. Graham believes that the Republic 
at this time only hopes to obtain the guarantee , According to Graham, 
the Netherlands* intention is to eliminate the Republic as a dis- 
ruptive factor in Indonesia by confining it to Central Java and by 
creating a federal USI which would include the rest of the Republican 
territories. Dutch officials indicate that further police action, already 
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rumored as impending, may be required to neutralize the Republic 
as a directing center for violence in Dutch-held areas. 


THE AMERICAS 

7. CHILE: Ar bitration of dispute over diplomats proposed to USSR — 
The Chilean Foreign Office has told US Ambassador Bowers that (a; 
Chile has transmitted to the USSR a formal proposal that the con- 
troversy over the joint return of diplomatic personnel be submitted 
to international arbitration or to the International Court of justice; 
but (b) expects the proposal to be rejected and will then submit the 
issue to the UN Little Assembly, 
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i. Saudi Arabia asks reconsideration of arms request --In a note trans- 
mitted, to US Minister Cfetyds at Jidda, King Ibn Sand has requested 
the US to reconsider its refusal to send arms to Saudi Arabia, on 
the ground that special US -Saudi Arabian relationships (based on 
mutual economic and strategic interests) should exclude his country 
from the US embargo on arms shipments to the Near East The 
King states emphatically that the arms were requested only to pro- 
tect oil installations and pipelines and would never be used in Pales- 
tine. The King adds that the establishment of the modern defense 
■ force he contemplates cannot lake place immediately, and he suggests 
that a program of military assistance to Ms country be handled by a 
US. military training mission. 


X US policy regarding Trieste — The Combined CMefs of Staff have in- 
formed General Airey, US -UK Zone commander in Trieste, that 
under no circumstances will the US and the UK agree to any Yugo- 
slav participation in the administration of the US -UK Zone and that 
any attempt on the part of the Yugoslavs to enter the US -UK Zone 
should be prevented by force. The Department of State lias authorised 
US Embassy Belgrade, in the event of such an attempt by the Yugoslavs, 
to make immediate representations to the highest Yugoslav authorities 
available. ■ 

The Department has also informed the US Delegation at the 
UN of its belief that Yugoslav failure to gain control of Trieste il- 
legally will prompt the USSR to press for agreement on a candidate 
for Governor of Trieste in order to gain control of the area by other 
•means after the Governor takes office. The Department has there- 
fore instructed the US Delegation to' withhold approval c® any can- 
didate for Governor of Trieste until the “entire political -military 
situation lias been reviewed” or at least until the Italian and Yugoslav 
Governments have been consulted by the President of the Security 
Council or the Secretary General of the UR 

* f 


US posit i on on Spai n --The Department of ««*«= 
w * Madrid that the US: (a) seeks a gradual 
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relations between the US and Spain; (b) favors the broadest possible 
agreement among Spaniards and will encourage an orderly and peace- 
ful evolution in Spain toward a free, democratic^ and representative 
regime; (c) considers Franco's removal is a matter for Spanish 
decision but believes that his removal would improve Spain's inter- 
national position; (d) hopes to convince the Army and Church elements 
now supporting Franco that the US anticipates an evolution which 
will not sacrifice their legitimate interests; (e) the -U S will co- 
ordinate any positive economic assistance to Spain with Spain's 
political development and employ such assistance to encourage 
democratic evolution; and (f) is informing the Vatican of the US 
position in the hops that the Holy See may encourage a similar 
evolution in Spain. 


EUROPE 


4* GREECE: Public a larmed over discord in Governm ent— US Charge 
Rankin reports that the Greek press and public are now "thoroughly 
alarmed” by the efforts of Populists and Liberals and members of 
several minor parties to embarrass the present Cabinet, through 
intrigue, if not to bring about its downfall. The atmosphere of crisis 
is so acute that Rankin 1ms presented aide-memoires to Prime 
Minister Sophoulis and Deputy Prime Minister Tsaldaris express- 
ing concern over the situation and urging continued cooperation between 
Liberals and Populists in the coalition Government, 
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fegrieajijj g^numbers o f npn-C ommun ist refugees - -US Charge Bruins 
in Prague reports that^ifch the growing tension in Eastern Europe, 
increasing numbers of non -Communists, mainly from Hungary, 
Rumania, Bulgaria and Poland, are appearing in eastern Czechoslo- 
vakia, hoping to enter the US Zone of Germany or 4 'other points west. 
Bruins comments that many of the refugees, while not US citizens, 
have US relatives and their cases present “decidedly humanitarian 
aspects. He recommends that a “properly co-ordinated policy” 
with US military authorities in Germany be established. 


> i 


2 ° ^lM-Ijal_ian, trade talks i n prospect— US Ambassador Dmrn has 
learned from a high official of the Italian Foreign Office that the 
Italian E mfeassy in Moscow may now conduct preliminary trade dis - 
cussiohs with the USSR. Dunn's informant requested the US attitude 
on trade negotiations at this time between the USSR and nations in- 
cluded in the European recovery program. 


EUROPE 

3. TRIESTE: Communists fail to incite disorders— US Political Art, 
viser Joyce reports that Communist attempts to promote a general 
strike (originally forecast for IT December; see Daily Summary of 
15 December, item 3) and to incite disorders have failed because 
of general lack of popular response.” Joyce also attributes the 
Communist setback to the improved morale of pro-Italian groups 
resulting from the firm attitude of the Allied Military Government 
but he believes that the Communists have not relaxed their anti- 
AMG press campaign and will continue their attempts to stir up 
internal disorders. Allied military and political authorities in 
Trieste now consider, however, that the Anglo-American position 
is solid and that Slavo -Communist efforts to undermine and destroy 
the integrity of the US -UK' Zone .are under firm control.” 
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4„ AUSTRIA: P etrgleum,sb£^^^ ommanding 

General Keyes, US Forces Austria, reports that the petroleum 
situation in Austria is becoming critical, The Soviet oil admini- 
stration, which uses its control of petroleum shipments and prices 
to squeeze concessions from the Austrian Government, has reduced 
the December gasoline allocation by one -third and other petroleum 
products by lesser amounts, General Keyes believes that this 
latest Soviet maneuver is a deliberate attempt to further economic 
deterioration by compelling the Austrian Government to increase 
its petroleum purchases on the world market, for which it lacks 
sufficient dollar exchange. 


5, BELGIUM: Spaak considers visit to USSR — Premier Spaak has 
indicated to US Charge Millard that he is'considering a visit to 
1 Moscow, not only “to sign an agreement for 100,000 tons of wheat, 
but to discuss matters in the political sphere," Spaak expressed 
the belief that the US might regard such action as untimely and 
sought US views, Millard gave Spaak no direct encouragement. 
Millard observes that such a visit might present an opportunity 
“to look behind the present intransigeant attitude of the Kremlin," 


8. GREECE: Military and civilian morale in north reported low- - 
According to US Embassy Athens, Colonel Miller (US military rep- 
resentative to UNSCOB) has noted “exceedingly low" morale among 
civilians in northwest Greece during a week’s inspection tour and 
has concluded from personal observation that the Greek Army has 
lost its will to fight. The Embassy reports that Colonel Miller is 
pessimistic about the ability of US tactical advisers to arouse a 
sufficiently aggressive spirit in the Greek Army at this late date; 
he therefore is inclined to believe that more direct US or UN military 
intervention will be required, if the situation is to be saved. 


FAR EAST 

7, PHILIPPINES: Possibility of revolt discounted — US Military Attache 
Manila discounts reports from well -placed sources which point to a 
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right-wing coup d'etat led by Brigadier General Mariano N. Cas- 
taneda, Chief of the Military Police Command, As to the possi- 
bility of a general uprising, the MA concurs with the US Commanding 
General's estimate of conditions favorable to a revolt (see Daily 
Summary of 16 December, item 2), but the MA does not consider 
that a revolt is likely in the near future, US Ambassador O'Neal, 
moreover, believes that the reported affiliation of certain right-wing 
elements with a coup d'etat is “fantastic” and reports that Roxas 
is “well-informed, but unconcerned,” 

(CIA Comment: President Roxas' lack of concern lends 
credence to the strong possibility that these rumors are part of a 
calculated campaign to obtain additional US assistance,) 


THE AMERICAS 

3, DOMINICAN REPUBLIC: Arms purchases in Brazil and UK-- 
US Embassy Rio reports that, ih spite of Venezuela's protests, 
Brazil has decided to complete the sale of arms to Trujillo because 
it has received “written assurahces” from the Dominican Republic 
that “the arms will be used for defensive purposes only.” 

The UK Foreign Office has told US Embassy London that 
the Dominican Government is now negotiating for the purchase of 
arms in the UK. The Foreign Office has requested US views re- 
garding the sale of aircraft to Trujillo; it proposes, however, to 
grant export licenses for the purchase of other types of military 
and naval equipment, if Dominican representatives and UK suppliers 
conclude sales agreements. 
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EUROPE 

1 0 FRANCE : Ser ious weakening of CGT ejected -- US Ambassador 
Caffery reports that “many qualified observers** expect the CGT 
to lose at least two -thirds of its membership in January as a re- 
ason to the recent Communist strikes. Caffery believes that 
■"<’ the workers are well in advance of their labor leaders in this dis- 
sident movement and that even Jouhaux may have to make this 
, break in the very near future. 


% 

M 
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(CIA Comment: Defections from the CGT have already 
occurred and may be expected to continue,, However, because 
non -Communist dissident elements are 'in the minority in the CGT 
CIA believes that this “two-thirds” estimate is too high.) 


Gaull e, anticipates severe economic breakdow n-- 
De Gaulle’s Press Officer has told US Embassy Paris that, de- 
spite the failure of the generalised strike, De Gaulle expects the 
Communists to continue their efforts to cripple key industries, 
-According to the Press Officer, De Gaulle expects a deteriora- 
tion in France s economic situation in late February and early 
March resulting in a “very serious economic breakdown,” 

De Gaulle believes that Schuman’s Government is as “ineffec- 
tive and helpless” as Ramadiers, that it cannot prevent a break- 
down, and that its failure to do so will cause De Gaulle's recall 
to power. ' 


2 , 


ITALY: Commu nist reaction to US policy statemen t— US Embassy 
Rome has been reliably informed that a leading Communist has 
told the Foreign Office that the Italian Communist Party resents 
most strongly President Truman's recent statement regarding 
Italy (on the occasion of the US troop withdrawal). The Communist 
leader inquired specifically if the Foreign Office believed that the 
US meant to go to war. The Foreign Office representative replied 
in the negative, but he commented that, from a juridical stand- 
point, the US statement seemed based on very solid ground* The 
Communist agreed and said that his Party did not intend “to start 
anything, but it cpuld not predict- “what the people might do. 
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particularly because they were under a reactionary government 
and faced by a hard winter/ 1 The Foreign Office consequently 
considers that: (a) the Italian Communists are considerately 
shaken by President Truman's statement,* and (b) the Commun- 
ists will hesitate to start violent action but will not have the final 
decision. 


3. GREECE: Imminent establishment a l “democratic" government — 

• OS Ambassador’ clffeFy'repoi'ts f roteTParis tBat, according to 11 ' 
local Comintern circles, establishment of a Greek “democratic" 
government under General Markos will take place in the next 
day or two so as to follow immediately the breakdown of the CFM 
In London. Gallery's sources also said that: (a) the “democratic" 
government will be recognized officially by Bulgaria, Yugoslavia, 
Albania, and Rumania; and (b) both military and financial aid to 
“democratic Greece" will soon be greatly accelerated and will 
be made to appear spontaneous, as was the case during the Spanish 
Civil Wat*. 

(CIA Comment: The guerrilla government announced in 
Jum 1947 has proclaimed a constitution, conducted some elections 
in “free" areas, and issued numerous decrees, but it has been by 
definition a “provisional military regime/* Establishment of a 
full-fledged civil government in the near future is a logical prelim- 
inary to the anticipated substantial increase in Satellite aid to the 
guerrilla forces.) 


FAR EAST 

4, CHINA: New Communist offensive in_Man c feu r ja - -US Consul General 
Mukden reports that Communist forces in Manchuria are maneuver- 
ing, evidently in preparation for a winter offensive. According to 
the Consul General, the National Government forces: (a) have offered 
ineffective initial resistance to these maneuvers; and (b) are consider 
ing the advisability of abandoning Changchun and Kirin. The Consul 
General notes that despondency and demoralisation are increasing 
among the people in Nationalist areas. 
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1* -Saudi. Arabia- rej ects direct requests to break with 

Prince Sand has informed US Minister Childs at Jidda that, in 
the current Arab League meeting at Cairo, Saudi Arabia has re- 
jected requests by Iraq and Transjordan that it sever relations 
■with the US and cancel the oil concessions, although it, has backed 
other Arab plans to oppose Zionism. Prince Saud said his Gov- 
ernment fully appreciates the US reasons for refusing to ship 
arms to the Near East but hopes that this policy will not con- 
tinue indefinitely (see Daily Summary of 15 December, item 1) 0 


FAR EAST 


2. PHILIPPINES: Icreasingjumors^ol ^revolt-The US Command- 
ing General in Manila reports that: (a) rumors of impending rev- 
olution, which have persisted since the November elections, have 
increased; and (b) Philippine Communist leaders reportedly have 
organized disaffected guerrillas in 23 of the 50 provinces for a 
revolt on a national scale to take place “on Christmas or New 
Year s eve. The Commanding General believes that if “minority 
political groups, persons denied recognition as guerrillas the 
Communist Party, and other organizations (including the Huk- 
balahaps) are adequately united and coordinated under a strong 
reader and assisted by disaffection in the Military Police Command 
this opposition is capable of overthrowing the present administra- 
tion, The Commanding General considers that a revolt is a 
positive possibility. 


(CIA Comment: These rumors of imminent revolt may 
have been inspired by sources close to the Roxas administration 
in an effort to enlist Uo aid. Nevertheless CIA believes that: 

( b .) present conditions in the Philippines could lead to widespread 
revolt initiated either by right-wing or left-wing disaffected 
groups and possibly to an abrupt overthrow of the Roxas Govern- 
ment; but (b) the primary limiting factor at present is the lack 
of effective leadership in the Right and Left.) 
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- -The - 

Department of State has instructed US Minister Childs in Jidda 
to inform the Saudi Arabia^ Government that while the US main- 
tains the strongest friendship for Saudi Arabia, the interests of 
peace can best be served if “the US should for the time being 
refrain from exporting arms and munitions to Palestine and 
neighboring countries/’ (The Saudi Arabian Government has 
been exoloring the possibility of obtaining military supplies from 
the US; see Daily Summaries of 8 and 9 December, item 1.) 

r 

armies - -US Consul Hen- 
derson reports- from Dhahran that King Ibn Baud has given 
orders for the organization of four armies to aid the Arabs 
in Palestine, and that recruiting of volunteers is being carried 
out in the Dhahran area.. 


EUROPE 

3, TRIESTE: SfrUm may begin on 17 December —US Political Ad- 
viser Joyce warns that a general, strike on the Milan pattern 
may begin in Trieste on 17 December, the day scheduled for 
Security Council discussion of the Trieste Governorship. Joyce 
suggests that in the event Yugoslavia indicates its intention 
to enter Trieste in order to “maintain order/" the Department 
consider an “energetic and immediate warning to the Belgrade 
Government/’ 


4° RUMANIA: m^Jjic^i^ipecte d.,to,returii this we ek- -US Le- 
gation Bern reports that, according to King Michael^ secretary, 
the King and Ms suite will return to Rumania by train on 16 or 
17 December.. The secretary added that the Groza Government 
has disapproved of Michael’s engagement to Princess Anne because 
of the inauspicious” international situation. 
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' 8„ i^THERLANDS: Patch >inroatteat w ith present deadlock on NE I— 
rjH Ambassador Baruch "regards' the fortHcoming trip of the Nether - 
•asds Prime Minister to the NEI as a reflection of Dutch impatience 
"v/tth the ‘"’sterile, costly deadlock prevailing since 4 August/ 3 
Earneh says that opinion is growing in the Netherlands that unless 
some decisive change is evident and unless international permission 
r,o,n be obtained for the cleaning up of lawless elements in the NEI, 
She Netherlands might as well “pull out now as- later/ 3 


NEAR EAST -AFRICA 

■t TURKEY: Arabs urged to accept UN decision — Turkish Foreign 
Minister Sadak has informed US Ambassador Wilson that he is 
urging the Arab states to accept calmly the UN decision on Pales- 
tine and to avoid violence. Sadak has advised the Arabs 'that if 
they cooperate in implementing the decision, they may be able 
to work out arrangements which will make the situation more 
acceptable. Sadak told. Wilson that he believes Saudi Arabia and 
W Transjordan are the least likely states to resort to extreme action, 
while the greatest agitation for such action comes from Egypt and 
Syria. Sadak added that if the US will use its influence with the 
Zionists to avoid bringing the new Jewish stele under Soviet con- 
trol or to prevent; its being used for Soviet penetration of the 
Arab countries, the Palestine situation should become less 
dangerous. 

(CIA Comment: Turkey's recommendations to the Arabs 
are motivated by fear that Soviet infiltration may result in a 
threat to Turkey's southern border. It is considered most un- 
likely that the Arabs will react favorably to these suggestions, 
as they feel that the immediate threat of Zionism is as dangerous 
• to the Arab world as the future threat of Communism,) 


?, EGYPT: Gov ernment refu se s t o renew US milit ary air right s - - 
US Ambassador Tuck reports that the Egyptian Government has . 
formally refused to renew US transit military air 'rights after 
IS January 1948. Tuck attributes the refusal to Egypt's bitter 
.'resentment over 'the US stand on Palestine. 
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FAR EAST 

So CHINA: US aid requested in military trainin g program — US Am- 
bassador Stuart reports that Chiang Kai-shek has requested the 
assistance of the US Army Advisory Group in the organisation of 
four replacement centers to train personnel for active guerrilla 
warfare. Stuart notes that Chinese public opinion tends to blame 
the US for the lack of success of recent Nationalist military efforts. 
Stuart urges feat Chiang’s request be granted because, in Stuart's 
view, any US aid which offers a prospect of success would enhance 
ITS prestige in China. 
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^ ° QBi muMst insurrectionary action ' —According to 

US Ambassador Caffery-in Paris, Premier De Gasperi has informed 

Office through the Italian Ambassador at Paris 
mat the situation in Italy is very serious and that De Gasperi fears 
. the Italian Communists may resort about 20 December to some form 
- of insurrectionary action particularly in North Italy. De Gasperi 
believes that his Government can eventually put down a revolt but 
that, if the Italian Communists receive substantial help from the 
Fa ench Communists, .the Italian Government’s ability to deal with 
tne halian Communists would fee seriously impaired,, De Gasperi 
th ®TS^ e OT0D P se ^ Ste* immediate contact be made between French 
and- Italian military and civil intelligence with a view to thwarting 
the Communists in both countries. * 

Caffery has been reliably informed that the French have 
agreed to the proposal and contact has already been established as 
suggested. 

^ (CIA Comment: fa view of the existing inadequacies in arms 
and equipment of the Italian Army and security troops, CIA believes 
that the Italian communists at present have the capability of obtain- 
temporary control of Northern Italy, W the Kalian Communists 
receive material assistance from the French and/or the Yugoslav 
communists, the Italian Government would probably not be able to 
regain control of North Italy unaided.) 

to Ara bs -» -Ac.f»m»riirs<r to US 
Ambassador Wilson in Ankara, the Directors Turkish-- Military 

has received ‘fairly reliable” information that the 
USoK is oixering to sell arms to ''the A: " 
mediaries in Lebanon and Syria. 
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EUROPE 

1. TRIESTE: Com muni st preparations for general strike under wav-- 
US Political Adviser Joyce jreports indications that the Communists 
have finally received directives to take action in Trieste similar 
to that in France and Italy. Joyce expects a general strike and in-" 
creased Communist efforts to incite “acts of provocation” by the 
US -UK authorities. The Political Adviser states that demonstra- 
tions backed by a “menacing” Communist press are agitating 
against the AMG, ignoring AMG requirements for licenses to hold 
public meetings, and charging “fascist brutality” when police inter- 
vene to control the demonstrations. Joyce adds that General Airey 
is tightening controls to meet the emergency. 


m ' 


C 
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2. GERMANY: US grain shipments held i nadequate --Acting US Poli- 
tical Adviser Chase observes that shipments to the Western Zones 
Germany of cereals allocated for- January 1948 are not sufficient to 
.maintain the present ration in the bizonal area. Chase points out 
that a similar deficiency last spring caused serious difficulties in 
the Ruhr and elsewhere, GMGUS believes that unless the commit- 
ment to ship 300,000 tons of cereals per month is fulfilled, US 
prestige in Germany will be damaged, and the internal problem of 
agricultural collections will become even more difficult.. 


AUSTRIA: US may protest Soviet -Austrian cur rencv agreement-- 
US Minister Erhardt has recommended to US Commanding General 
Keyes that a protest be made in the Allied Council against the Soviet- 
Austrian currency conversion agreement (see Daily Summary of 
4 December, item 6), ' Erhardt suggests that the object of the protest 
would be to prevent similar bilateral agreements after termination 
of the CFM meeting, when the USSR might succeed in exchanging a 
withdrawal of Soviet troops from Austria for a bilateral settlement 
of the German assets question. 


Keyes again urges ration increase --General Keyes has re- 
iterated the necessity of increasing the Austrian calorie ration to 
1800 units as soon as possible in order to bolster the Austrian Gov- 
ernment in anticipation of a failure of the CFM to agree on an 
Austrian treaty. 
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1. Jewish Agency seeks US aid—jewi ih Agency leader's 'have told Depart- 
ment” H'state' ‘officials {Eat fee Jev a in Palestine' need all types of 
weapons, -Including small arms, p anes, tanks, and anti-aircraft 
artillery, as well as military advisers to direct operations. The 
Jewish officials said that 'if they could not get such assistance from 
the US, they would be forced to turn “elsewhere” for it. The leaders 
added that they would be unable to stop illegal immigration unless a 
Palestine seaport were made. available for increased legal immigra- 
tion at an early date. The Jewish leaders also asked that the US dele- 
gation to the UN be instructed to make a statement which would im- 
press upon the Arab world that the US is still behind the UN partition 
plan,. 


v 


EUROPE 
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FRANCE; Estimated effects of strik es— US Embassy Paris gives 
the following preUmtoary estimate of relative gains scored by the 
Sctaunan Government and the Communists as a result of the recent 
strikes and their conclusion* The Embassy considers that the Govern- 
ment succeeded in; (a) enhancing its prestige by standing firm against 
the Communists and invoking energetic measures to guarantee free- 
dom of work; and (b) pointing up to the French people the anti -national 
character of French Communist efforts to disrupt the national economy. 
The Embassy adds that by the action which Moscow compelled them 
to take, the Communists have alienated the great majority of the 
French people and have enormously helped the non -Communist Left 
in its efforts to break Communist control of labor. 

On the other hand, the Embassy considers that in their cam- 
paign to sabotage the European recovery programme Communists 
have: (a) seriously crippled the French economy and partially 


budget; and (c) gres 
attaining economic am 
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y^l^^e^teU^o^ainshipments -The Embassy 
? iso reports that fcheUSgR has aavEeHTranee that, as a result 
- expulsion of the Soviet Military Commission, the projected 
Recessions in Moscow concerning shipments of wheat to France 
imire been cancelled. The French had horsed to obtain 25 000 tons 
p grain in return for French products and to discuss the delivery 
mr "he USSR of an additional 300,000 tons before 1 August 1948 


GE V 


IRMANY: 


, . ma y, force CPU leader’s resignat ion — US Am- 

-jnssador Murphy reports that the Soviet Military Administration 
Ms -smanded the resignation of Jakob Kaiser, chairman of the 
Christian Democratic Union (CDU), because off his recent speech 
attacking the Soviet -sponsored Unity Congress and demanding re- 
vision m the eastern boundaries of Germany, Kaiser reportedly 
lias refused to resign except on direct order of the Soviet Admini- 
stration or as a result of a non-confidence vote from Ms party 
Raiser expects that Soviet officials will not allow this vote to be 
ta ten, and he will then probably disband the party, 

|C A Comment: Because of his many disputes with the 
Kaiser will probably be forced from leadership of the Soviet 
one t-DTI, but he may retain control of the Berlin wing of the 
party and flee to the western Zones for protection, ) 




C7 


BULGARIA: Soviet troop withdrawal under wav — US Military 
/R^he Sofia reports that numerous reports and "direct observa- 
"f? An f icate thpJ: SoMet troop withdrawal from Bulgaria is prob- 
under way, but that inadequacy of Bulgarian transportation 
facilities will delay Soviet evacuation until 26 December, 


GREECE: Parliam ent enacts drastic anti-strike law-.TTS Charge 
Aeeley, reports that the Greek Parliament has enacted an emer- 
gency law prohibiting all collective work stoppages by either workers 
ff- for the durat<on present rebellion. Keeley 


t'3 ici 


il.fr; 2 i tha#. the measure is considered unnecessary by AMAG and 
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the Embassy labor advisers, is criticized both by labor leaders 
and by industrialists in Athens, and will undoubtedly give ammuni- 
tion to those who criticize the Greek Government as reactionary,, 
peley adds, however, that Deputy Prime Minister Tsaldaris 
(following conversations with Embassy and AMAG representatives) 
boated that the law would be held in reserve and employed only in 
an emergency where less drastic measures fail. 

Cpmmunists ma y increase urban sabotage and terrorization -- 
TJ,.' Military Attache Athens reports that, according to the Greek 
General Staff, the Central Committee of KKE (Greek Communist 
Parly) is attempting to determine the number of reliable members 
of the Communist Party in Athens who would be willing to partici- 
pate in a KKE armed struggle.” The MA adds that KKE plans 
reportedly provide that party members unable “for any reason” 
to participate in the armed struggle will be organized into teams 
for espionage, press, propaganda, medical, and similar duties. 

The believes that these plans may result in increased Communist 
emphasis on organized sabotage and terrorization in Athens, Salonika 
and other urban areas heretofore relatively quiet. ? 
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EUROPE 


1 . ITALY: '"Anneal' to USSR for grain held -Inadvisable bv Dunn— In 
reil-f -tp'a' sii'ggestlo!! from the Department of State- that De Gas- 
. . v)eriapp|c4cfe the USSR for.' the 500,000 tons of wheat Italy needs 
toAvoli A ration cut, US Ambassador Dunn expresses the belief 
that such a course would be “exceedingly inadvisable Dunn . 
potato out that De -Gasperi has previously.repudiatel the Com- 
mEEfet’Party and that the USSR might condition such assistance 
by a demand that Communists foe allowed to re-enter the Italian 
Government- Dunn reiterates Ms warning that any cut in the 
Italian bread ration will greatly -imperii the success of the whole 
US policy toward Italy, and urges that some other method be found 
to alleviate the serious bread shortage in Italy, 



Stats has 

withdrawn from Italy on 14 December; (b) .the suggested trans- 
fer of these forces to Libya is considered inadvisable on military 
grounds; and (o) compensatory strengthening of US forces in Austria 
is believed impracticable at this time* 

2... TRIESTE: Funds for information 'program urged-»TJS Political 
Adviser Joyce reports that the Allied Information Service (AIS) 
in Trieste will cease by 31 December unless additional US funds 
are received immediately,,' Joyce states that AIS is the only weapon 
available to US -UK authorities to combat the incessant Communist 
. and Yugoslav anti -US propaganda which is approaching “climactic 
nropori 





NEAR, EAST -AFRICA 


3* TURKEY : Loss of confidence in US leadership reported— US Ambas- 
sador Wilson reports that US moral and political leadership has 
suffered in Turkey as the result of the US stand on Palestine,. Wilson 
declares that: (a) the. Turks had built great hopes on the solidarity 
of she Arab countries with the US and UK in making a joint effort 
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“£0 keep Soviet Communism out of the Middle East;” (b) the 
Turks feel that US policy has been characterized by cynicism con- 
cerning domestic political considerations and by naivete in the 
failure to foresee the potentialities of Soviet exploitation; and 
(c) the Turks are convinced that the US played a decisive role in 
obtaining the UN vote on partition by exerting pressure on various 
small countries,. Wilson adds, however, that the loss of confi- 
dence in US leadership is not ‘‘necessarily irreparable,” and that 
Turkish views will be influenced by future developments in Pales- 
tine, particularly by US ability to regain the confidence of the 
Arabs and to counter Soviet infiltration effectively. 


FAR EAST 


4 . CHINA: ComamnlstLantl-US propaganda increasingly effective — 

US Ambassador Stuart reports that unrelenting Chinese Communist 
propaganda charging US imperialism in China, supplemented by 
similar Soviet propaganda, is now having a significant effect on 
Chinese public op inion, particularly among university and intellectual 
groups,. Stuart also notes a tendency on the part of the Chinese 
National Government to play down Soviet expansionism. He urges, 
therefore, that the United States Information Service (US1S) undertake 
a positive program to demonstrate that the real imperialist power 
in the Far East is the USSR. 
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GENERAL 


1. Ibn Saud hopes to obta in motorized equipment and planes from US —US 
Minister Childs has been informed by a representative of King Bon 
Saud of Saudi Arabia that the kind of aid which the King hopes to obtain 
from the US includes equipment for two motorized divisions and some 
fifty military aircraft (see Daily Summary of 8 December, item 1),, 

The representative added that the Saudi Arabian delegation to the Arab 
League meetings in Cairo has been instructed: (a) to avoid being drawn 
into any plan which might bring the Arab world into conflict with the 
US and UK; but (b) to support all others measures against the partition 
of Palestine* 


Pa lestine police fear saf ety of UN CommissinTi— ITS Consul General 
Macatee reports from Jerusalem that the Palestine police have stated 
inat protection of the UN Commission would be beyond police resources 
if the Commission establishes headquarters anywhere other than at 
fez Aviv* Macatee believes that the British will do everything they can 
to protect the Commission, but that after the British withdrawal the 
security of the Commission will present an acute problem/' 


tg_ to ship military sup plies t o Palestine— The 

Department of State has informed Secretary Marshall in London that it 
proposes to answer anticipated requests from the Zionist Organization 
of America for permission to export military supplies to Palestine 
by pointing out that: (a) in the period preceding termination of the 
mandate, requests for military supplies should be made to British author- 
ities in Palestine; and (b) following termination of the mandate, requests 
should be made to the UN five -power commission on Palestine,, 


EUROPE 


4. FRANCE: Tripartite discussions on Germany suggested — A high- 

ranking official of the French Foreign Office has suggested to US Ambassa- 
dor Caffery that because the current session of the CFM seems likely 
to end in complete failure, the US, the UK, and France should plan now to 
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continue conversations on the German problem immediately after CFM 
adjournment. The official considers it of “paramount importance** 
that the three western powers should reach agreement on Germany 
and has suggested that deputies of the Foreign Ministers should hold 
such discussions in Washington. 

The official commented that any decisions reached as the 
result of such talks would represent “real progress** because if De 
Gaulle should return to power in the next few months, the General 
would be unable “to undo agreements which have already been con- . 
eluded.** 


5, RUMANIA.: New anti - Communist resistance movement reported— The 
US Military and Naval Attaches have learned from the former CARE 
representative in Rumania that a new Rumanian resistance movement 
is being organized and will be composed mainly of young men with mili- 
tary experience who have been educated in France and England. Source 
states that the organization is “sound and means business** and expects 
to have a supply and training base in Turkey or Greece. 

(CIA Comment: Although scattered resistance and underground 
groups still exist in Rumania, this is the first report of a cohesive group 
with long-range plans, organized on a national basis. Although such a 
group has no chance of immediate success in overthrowing the Govern- 
ment, its existence will bolster the hope of the non -Communists and re- 
quire the Government to maintain indefinitely its repressive police con- 
trols.) 


8. GREECE: Integration of US and UK military missions recommended — US 
Embassy Athens and AMAG Chief Griswold recommend a complete inte- 
gration of the US and UK military missions in Greece, with General 
Livesay of AMAG as chief and General Rawlins of the British mission as 
deputy. If this arrangement is not feasible (in view of the UK's policy 
against furnishing operational advice to the Greeks), it is suggested that 
an integrated planning staff be created in which US personnel would 
handle operational advice and supply matters and British personnel would 
be responsible for training. 
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FAR EAST 

7. FRENCH INDOCHINA: Bollaert-Bao Dai meetin g— US Consul Reed 
in Saigon has been told by a usually reliable source that a protocol 
was signed at the recent meeting between French High Commissioner 
Bollaert and ex -Emperor Bao Dai. The agreement reportedly grants 
independence to Vietnam within the French Union but retains French 
control over the Vietnamese Army and French direction of foreign 
affairs. Source also reports that Bollaert will attempt to obtain ap- 
proval of the protocol during his forthcoming visit to Paris. 

Source believes that even though many "resistants" may join 
Bao Dai, the problem of achieving peace in Indochina remains un- 
solved because President Ho Chi Minh of the Vietnam Republic con- 
tinues strong. / 

8. KOREA: Future Soviet tactics in Korea --General Hodge has been 
fold by a usually reliable source that at a conference of high ranking 
North Korean and Soviet military and governmental officials, held on 
19 November in Pyongyang, the following tactics were discussed: (a) 
a decrease of electric -power supply to South Korea in order to cause 
unemployment and widespread unrest; (b) the organization of a strong 
fifth column in important South Korean cities; (c) the withdrawal of 
Soviet forces following the establishment of an independent North 
Korean government "according to the desires" of the North Korean 
people, despite UN action; (d) the maintenance of the People's Army 
in a state of readiness to occupy South Korea with the aid of the 
fifth column. 

(CIA Comment: The North Korean Peoples Council is now 
preparing a provisional Korean constitution" which would provide 
a legal basis for formal Soviet recognition of the North Korean 
regime. CIA believes that the USSR will initiate a series of moves 
similar to those indicated in this report in an effort to force the with- 
drawal of US forces and to frustrate implementation of the UN re- 
solution on Korea.) 
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GENERAL 

*• to* S aud to break with US— US Minister 

Childs in jiddanasljien^iioimed by Kii^tSiTSaud, in an extra- 
ordinary two -day audience at Riyadh, that while the King must 
make common cause with the other Arab states on the Palestine 
issue, he does not anticipate being drawn into conflict with friendly 
western powers over this question. The King added that the Arab 
League (particularly Iraq and Transjordan) would attempt to draw 
Mm into direct conflict politically or economically with the US ” 
and that pressure would be exerted on him to cancel the oil con- 
cessions, The King informed Childs that it is of the highest im- 
portance for him to know as soon as possible to what extent Saudi 
Arabia could count on US aid in resisting any incursion from Iraq 
or Transjordan which might result from his refusal to give in to 
this pressure. 



2 . 


^-SgSSSlgafcjLIgBOT tgdalding Sovi et air expansion in Middle East-* 
US Ambassador Wilson at Ankara has learilidlrom^Turk- 
ish Foreign Office official that: (a) a Czechoslovak aviation 
mission, scheduled to arrive in Ankara oil 7 December is en 
route to the Middle East for the purpose of extending Czechoslovak 
AMtoes (CSA) to India, the Persian Gulf, and the Arab countries”; 
(b) the mission, except for two Social Democrats, is composed of 
Communist Parly members; (c) the mission was undertaken at the 
instigation of a high Soviet aviation official following his recent 
visit to Prague. 

.. 0 Commeat: though the August visit to Prague of 

the Soviet Deputy Chief of Civil Aviation was purportedly for 
discussions concerning the Soviet -Czechoslovak air agreement 
it was suspected at that time that the USSR was using the dis-’ 
cussions to draw CSA into the Soviet orbit (see Weekly Summary 
of 12 September, page ii). This report, however, provides the 
first suggestion that the USSR may be supporting Czechoslovak 
elxorts to establish air services in the Middle East) 
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EUROPE 


3. ITALY: Communists may attempt coup in February— US Command- 
ing General Mediterranean coup will 

be attempted sometime in February and that Yugoslavia will probably 
exert pressure in order to pin down Italian forces near the Yugoslav 
border. He observes that the Communists have already “achieved 
some measure of success** in that they have physically assembled 
their own para-military organization. 

A representative of Premier De Gasperi has expressed to 
US Ambassador Dunn the belief that the Communists will attempt 
to overthrow the Government before the March elections. De Gasperi* 
representative doubts that present military and police equipment is 
adequate for defeating such a coup; Dunn concurs in this view. 

De Gasperi believes Italian forces need arms — De Gasperi 
has told US A mbassador Dunn that a US military mission to Italy 
would be Inadvisable at this time and that if Italian forces are well 
directed they should be able to cope with any internal disturbances. 

De Gasperi feels, however, that Italian forces are in urgent need 
of additional arms and equipment. In connection with the withdrawal 
of US forces from Italy, De Gasperi emphasized his view of the im- 
portance of strengthening US forces in Austria. 


4. FRANCE: Official analysis of Communist tactics - -US Ambassador 
Caffery reports that top French officials accept the following analysis 
of the Soviet position on the situation in Western Europe: (a) the 
tempo of the Communist Party's revolutionary activity in France 
and Italy must b© accelerated in order to neutralize the European 
recovery program; (b) the democratic governments in Western 
Europe would not be able to counteract the revolutionary action of 
a small group of determined, militant Communists, and the US 
would not intervene directly; and (c) the Communists in France and 
Italy do not intend to achieve power at this time by a coup but rather 
to cause the collapse of the democratic governments by a series of 
strong economic, social, and political blows. 
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High-ranking French officials have expressed to Caffery 
their confidence that the French Government will be able to cope 
with the Communists in the present struggle, though they believe 
that some violence will continue for several weeks. 

Mayer sees upward wage-price adjustmen ts necessary- - 
Finance Minister liflayer lias told Caffery that further upward ad- 
justments of industrial prices and wages are to be expected; 

Mayer expects that a * ‘provisional 1 * stabilization of these prices 
and wages can be achieved after they reach their peak about 
} January 1948. Mayer believes that if he remains in office, a 
definite stabilization should be possible by June 1948. 

Jouhaux hesitates to break with CGT — Cafferv has learned 
f rom Leon Blum that although the mass of non -Communist workers 
in the CGT desire to break with that organization, their leader 
(Jouhaux) is still hesitating and wants the Communists to initiate 
the break. Blum is convinced that the Communists will not do so, 
although he believes that a break is “inevitable eventually. “ 
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GENERAL 

1. British plans for Palestine withdrawal — Foreign Minister Devin 
has Informed Secretary Sfarshall of the British plans for withdrawal 
from Palestine and of the difficulties expected by the UK if the UN 
Commission should arrive in Palestine more than two weeks before 
- the British are ready to hand over authority to the Commission 
(which, according to plan, will be about 15 May), Bevin states that 
the British object during the interim period will be to maintain the 
status quo in all respects, particularly regarding immigration. 

Bevin added that his government had recommended forbearance 
and moderation to Arab representatives and had received assurances 
from various spokesmen that they will not try to make trouble while 
the British are still in Palestine, Bevin expressed the hope that the 
US: (a) would make similar recommendations to Jewish representa- 
tives; and (b) would “continue and intensify the measures” recently 
initiated to restrain those involved in organizing immigration. 


25X1X6 


Soviet Ambassador to Argentina reportedly fears mission failure— 


Soviet Ambassador will not return to Argentina from his 5 December 
journey to Moscow, contrary to his announced intention to make a 
three -month visit; and (b) the Ambassador fears that the USSR con- 
siders his mission in Argentina a failure. 


(CXA Comment: Because Argentina is the country in Latin 
America best able to oppose the policies of the US, the USSR has 
made an unusual effort to counter -balance US influence in that 
country. It is probable that the USSR now no longer believes that 
Argentina can foe diverted from its pro -US orientation.) 


3. China intends to ma i ntain stand on Japanese peace talks — The 
s Chinese Vice Minister of Foreign Affairs has informed'US Ambas- 
sador Stuart that the Chinese Government, in reply to the 27 Novem- 
ber Soviet note demanding that the Four Powers hold a preliminary 
Japanese peace conference in China next month, intends to maintain 
the earlier Chinese position that:,, (a) peace negotiations should be 
conducted by all nations represented on the Far Eastern Commission; 
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and (b) voting should be in accord with FEC voting procedure (by 8 

Tihich each of the Four Powers has veto rights). The Vice Minister i 

told Stuart that China's fear of offending the USSR was blocking I 

Chinese Darticipation in any peace talks to which the Soviet Union S 

- as not a party. Stuart comments that China is “obviously afraid 1 

to make any other move until it knows more about US policy." 1 


EUROPE » 

4 . FRANCE: Governme nt seeks t o conciliate De Ga u lle— -US Ambas- 
sador Caffery has been informed that De Gaulle's approval was 
indirectly obtained for the recent appointment of two inspectors 
general who will have direct administrative and military authority 
in Provence and Languedoc. Caffery's informant, who declared that 
the Government is doing its best to avoid De Gaulle's open opposition, 
believes that this conciliatory attitude, together with De Gaulle's 
belief that the present Government is a useful Interim solution, 
accounts for De Gaulle's recent silence. 


5. AUSTRIA: Soviet polic y in c urr ency nego tiations — US Minister I 

Erfeardt notes that in the recent negotiations concerning the Austrian I 

currency conversion law the USSR seemed unprepared to promote ? 

economic partition of Austria at this time, Erhardt observes that 1 

the Austrian Government showed a tendency to make substantial eco- l 

nomic concessions to the USSR, while at the same time taking US ! 

aid for granted. t 


l 


j: 

| 

I 

I 
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NEAR EAST -AFRICA 

6. IRAN: Qavam maneuvering to retain Premiership — US Embassy 
Tehran reports indications that Prime Minister Qavam, in a desperate 
attempt to retain his position, may have made a deal with the Shah 
which will allow him to continue as Prime Minister (see Weekly Sum- 
mary of 5 December, page ill). 


W 


- 2 - 



Approved For Release 2001/04/1 


DP78-01 61 7A005900020001 -1 



Approved For Release 2001/04/04 : CIA-RDP78-01617A005900020001-1 




THE AMERICAS 

7 , BRAZIL: Com m unist tact ics c hang e- -US Embassy Rio reports that 
the Communists in Brazilliave apparently shifted their line from 
passive resistance to a campaign of violence and that Communist- 
inspired disturbances have occurred during the past two weeks in 
a number of important Brazilian cities. The Embassy expresses 
the opinion that the Communists are not strong enough to create 
serious trouble but are largely employing tactics of harrassment. 


CORRECTION 

£a Weekly Summary No. 76 of 5 December, page il, line 20, and 
page 3, line 1, the phrase “indecisive military activity’ * should 
be substituted for “military inactivity/* 
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GENERAL 

Recall of British troops from Greece not now contemplated — UK 
Foreign Minister Bevln has reassured US Ambassador Douglas 
that: (a) recall of British troops from Greece is not now contem- 
plated; and (b) no steps for the recall of the UK's forces in Greece 
'will be taken without providing the US an opportunity for discussion, 
Bevin told Douglas that the transportation needed for UK troop with- 
drawals will not be available before March 1948. 


EUROPE 


2 . 
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c 


BELGIUM: Belgian and French Communists to cooperate — A French 
official has told US Embassy Paris that French police recently con- 
fiscated a Communist document which indicates that the Belgian and 
French Communist parties are planning to coordinate a strong effort 
to prevent the opening of the mines in northern France. The Embassy's 
informant asserted that Belgian Communists were to furnish both 
arms and “hardened militants." 

a Belgian Com- 
in late 

November that it is necessary “to aid our French comrades" and 
that the French strikes will be followed with similar action in Belgian 
about X January 1048. 


SPAIN: Reaction to US aid in UN — US Military Attache Madrid re- 
ports that US opposition in the UN to further denunciations of the 
Franco regime has caused members of the Falange to expect mone- 
tary help immediately from the US and has led centrist leaders to 
believe that Spain will come under US protection, thus “promoting 
peace and prosperity." The MA reports also that the Left is “bitterly 
disappointed" and that the divergence between the Spanish Right and 
Left is now sharper than before. 

(CIA Comment: These reactions will tend to sharpen and 
prolong the national division between the winners and losers of 
Spanish civil war. Franco's domestic position is strengthened in 
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proportion to the extent that Spaniards believe he will gain US aid. 
Prospects that the Army will switch its backing to a more moderate 
leadership are correspondingly reduced.) 


AUSTRIA: USSR demands Communist police chief in Lower Austria — 
US Minister Erhardfc reports that tlie Deputy Commander df the Soviet 
Forces in Austria has demanded that the Austrian Minister of Interior 
immediately r enlace the present Director of Public Safety of Lower 
Austria with Duermayer, until recently chief of the Vienna State Police 
;ind a Communist. 

(CIA Comment: An aggressive Communist, Duermayer is 
believed to enjoy complete Soviet confidence. As Chief of Public 
Safety in Lower Austria, he would obviously consolidate Soviet con- 
trols over this important province.) 


BULGARIA: Sovie t prepa rat ions to withdraw troops observed — US 
Charge Horner reports indications that the USSR is preparing to with- 
draw its troops by the 15 December deadline. “Several reliable 
sources “ have observed Soviet concentrations of freight cars and 
artillery and have noted the evacuation of Soviet families. Horner 
indicates, however, that “western military sources” believe it will 
be difficult for the USSR to complete military evacuation in the time 
remaining without leaving some heavy equipment behind, and that 
such equipment could conceivably be stockpiled for future use. Horner 
considers it probable that if the USSR withdraws, some military cadres 
will remain in the guise of instructors to the Bulgarian Army, and their 
retention will be covered by a special agreement with the Bulgarian 
Government 


NEAR EAST -AFRICA 

PALESTINE: Mufti tells Arab Higher Executive to curb disorders— 

US Consul General Macatee reports from Jerusalem that the Arab 
Higher Executive has been instructed by the Grand Mufti to do every- 
thing possible to curb the present disorders in Palestine. (The govern- 
ments of all of the Arab states are similarly attempting to discourage 
“unauthorized” anti -partition disturbances.) 
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GENERAL , 

1 Arabs planning military«*aetion in Palest toe f-King Farouk has in- 
formed US Ambassador Tuck in Cairo that:/ (a) Egypt, in full accord 
f. with the other Arab countries, intends to resist the partition of 
Palestine by force of arras but will make no military move until 
the British withdraw from Palestine; (b) instructions have gone out 
to the other Arab capitals regarding the coordination of military 
and economic plans for the conflict; (c) there might exist “the 
tragic spectacle** of Arabs fighting Americans if the UN should 
send an international force to Palestine to maintain order; and (d) 
a number of Soviet Jewish saboteurs have been apprehended in 
Egyptian territory. Tuck concludes from the King’s remarks that 
“there is no doubt** of Egypt’s intention to play its part in mili- 
tarily opposing the Jews in Palestine and that the King intends, if 
possible, to play a leading role in coordinating and organizing Arab 
resistance. 

(CUl Comment: The acts of violence, sporadic rioting, and 
anti -US demonstrations reported by US representatives in various 
parts of the Arab world can be regarded merely as a prelude to 
the concerted Arab action which, as King Farouk indicates, will 
take place after the UK withdraws its forces and administration 
from Palestine.) 



2, US pipeline operations may have to be suspended in Levant — An 
official of the Trans -Arabian Pipeline Company has informed US 
Minister Pinkerton in Beirut that the gravity of the situation in 
Transjordan and Syria and the probability of trouble in Lebanon 
are making it essential that all pipeline operations in the Levant 
. area be suspended, at least temporarily* The official states that 
US policy on Palestine is not only affecting oil interests, but is 
also creating a situation which menaces US lives and property in 
the Middle East and is rapidly destroying the constructive influence 
of such institutions as the American University at Beirut* 
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3, DP screeni ng in US Zone Germany held Ina d equate— Acting US 
Political Adviser Chase in Berlin reports his view, in connection 
with the Venezuelan Government’s concern over possible Com- 
munist infiltration through the immigration of European DP’s, 
that security screening in the DP camps (US Zone Germany) is 
inadequate. Chase points out that any information about the Com- 
munist affiliations or activities Of the DP’s is probably unobtain- 
able unless they engage openly in such activities. The British and 
French are reportedly also having difficulty in screening out DP’s 
who are emigrating to areas of British and French interest. 


EUROPE 

4. FRANCE: Communist s inc reasing violent action — A “high-ranking 
Interior Ministry official”" has expressed to US Embassy Paris 
his concern over the increasing tendency of Communist shock troops 
to attempt sabotage and to provoke the police to militant action. The 
official said that such actions might eventually cause the Government 
to outlaw the Communist Party. The official was puzzled by the 
apparent readiness of the USSR to risk driving underground “one of 
the best-organized Communist parties in Europe” unless this re- 
flected “Soviet willingness to face general war in the near future.” 
US Embassy and US Military Attache Paris are skeptical of this con- 
clusion. They consider that the official perhaps exaggerates the 
present importance to the Kremlin of the French Communist Party. 

(CIA Comment: In its efforts to sabotage the European re- 
covery program, which is the USSR’s immediate and primary target, 
the Kremlin will be willing even to risk the sacrifice of the French 
and Italian Communist Parties. If these Parties are defeated and 
driven underground, the USSR will have lost no more than it would 
lose by the success of the European recovery program, CIA believes 
that the unexpectedly rapid progress of the Marshall program has 
upset the timetable of the Kremlin and forced this desperate action 
as the last available countermeasure,) 




- 2 - 

SSUfKML 

Approved For Release 2001/04/04 : CIA-RDP78-01617A005900020001-1 



Approved For Release 2001/^fi4 : i|gJA-RDP78-01617A005900020001-1 


5. GERMANY: Com m unists a ttempting to prom ote strikes in west ern zone -- 
Headquarters European Comman’d^Tr^riHuH^reporCs fifiat tEerelia ve 
been recent Communist efforts to promote strikes in the western zone 
of Germany during the latter part of November but that such efforts re- 
ceived little support. EUCOM considers that these Soviet efforts are 
actually only harassing measures aimed at occupation powers and are 
not connected with recent disturbances in France and Italy, 

(CIA Comment: CIA believes that these disturbances have all 
been coordinated as part of a general attack on European recovery.) 


6, AUSTRIA: Soviet -Austrian currency conversion agreement sig ned— 

US Commanding General Keyes in Austria reports that a currency con- 
version agreement, newly signed by Austrian and Soviet representa- 
tives, orovides for Austrian payment to the USSR of 490 million 
schillings in partial satisfaction of Soviet claims, Keyes adds that 
there are indications that another 16 million schillings will complete 
the Soviet claim. 


7. GREECE: Embassy concerned over growing friction in Governm ent— 
US Charge Keeley’reports that cordiaHtylirtHe’Llberar-P opulist Gov- 
ernment has been strained to the point where the continued existence 
of the coalition may be threatened, Keeley has emphasized to an in- 
fluential Liberal leader in the Cabinet the necessity for making the 
coalition work “as the present critical period in Greek history is no 
time for a political crisis/’ Keeley states that he intends “to speak 
frankly” on the urgency of the situation to Sophoulis, Foreign Minis- 
ter Tsaldaris, and to other politicians of both parties. 


FAR EAST 

8. SIAM: Broadened stability of new regime — US Naval Attache Bangkok 
believes that militant opposition to the new Siamese Government is 
breaking up. Both Nai Pridi, Free Thai leader now in Singapore, and 
the ousted premier, Thamrong, have issued orders against any uprising 
on the part of the Free Thai movement. Furthermore, Thamrong has 
twice refused assistance offered by the Chinese Communists in Siam. The 
NA believes it “most probable” that Marshal Phfbul, coup leader, is 
firmly entrenched. 
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CRITICAL SITUATIONS 

EUROPEAN RECOVERY 
No significant new development, 

v • : •• GREECE 

The Greek coalition government may be endangered by the growing 
tendency of center deputies to consolidate with the Liberal (centrist) 
Party of Prime Minister Sophoulis. Although Liberal Party spokes- 
men disclaim any immediate intention of upsetting the government, 
centrist elements in general are becoming increasingly impatient 
with the partisan politics of Populist (royalist) leader Tsaldaris. 

CHINA 

No significant new development. 
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GENERAL 

Military and Naval Attaches Bucharest have been informed by a 
‘reliable ’ source that the USSR has requisitioned 2500 railway cars 
for ‘‘movement from Bulgaria" during the first week of December. 
The Attaches add that this report is the first indication that the USSR 
is preparing to withdraw its troops from Bulgaria and therefore the 
Attaches do not accept it as final. 

US Minister Schoenfeld relays from a “good source" a current 
Rumanian Communist rumor that the Bulgarian Government will 
announce a Soviet -Bulgarian agreement or alliance permitting the re- 
tention of Soviet troops in Bulgaria. 

(CIA Comment: CIA has received no previous indication that 
the USSR is preparing to withdraw its troops by 15 December as re- 
quired by the peace treaty. Moreover, the rumored agreement would 
be a logical basis for the retention of the troops.) 


EUROPE 

2. FRANCE: Schuman optimistic regarding situation— US Embassy Paris 
has learned that Premier Schuman believes the general situation to be 
definitely improved } and he is confident that he will defeat the Communist 
effort to thrust him out of office. 

The Embassy has also been told that militant anti -Communist 
trade unionists are optimistic over recent strike developments because 
several of the strikes have failed and because a majority of the French 
public now realize the anti-national character of the French Communist 
Party. The trade unionists believe, however, that the Schuman Govern- 
ment made a serious mistake by introducing a strike control bill which 
goes too far in its sanctions against strikers. Although the unionists 
admit that the bill would be helpful against “Communist saboteurs " 
many anti -Communist socialist leaders disapprove of the present bill 
because of their fear that it might be used later as “a club against the 
working class" if De Gaulle were to come to power. 
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3 ITALY: Transf er of UStrooDsjo Libyajjrqpos ed - -US Ambas sador 
Dunn suggests that in order to avoid the possibly unfor tuna te situ- 
ation which may follow the withdrawal of US troops from Daly, these 
troops might be transferred to nearby Libya, ostensibly to assist 
the British in the administration of the ex -Italian colonies, Dunn 
feels that the presence of US forces in Libya would have a “bene- 
ficial effect” on Italian public opinion and would meet with the ap- 
proval of the Prime Minister and tie Italian Government 

4. GREECE: Government considering further anti -inflation measures — 
AMAG Chief Griswold reports that the Greek Government is con- 
sidering additional economic measures to meet a new inflationary 
threat which is caused partially by the over -extension of bank credit 
to industrial organizations, Griswold states that the officials of 
Greek industrial organizations are, moreover, using bank loans for 
the purchase of gold sovereigns, thereby increasing the price of gold 
which in turn defeats the objective of credit curtailment and threatens 
the stability of the Government, 
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CRITICAL SITUATIONS 

EUROPEAN RECOVERY 
No significant new development. 

GREECE 

No significant new development. 

CHINA 

Anti-inflation measures just adopted by the National Government may 
thwart efforts by the Kuomintang right-wing CC Clique to intensify 
inflationary trends (see item 7). 
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GENERAL 

1 . British appraisal of Italian si tuation — -According to US Ambassador 
Douglas in London, the UK Foreign Office considers that the present 
disturbances in Italy are not sporadic and that the situation there, 
as in France, indicates a concerted Soviet plan. The Foreign Office 
expects no armed attacks upon Italy from the outside while US and 
UK troops remain in Trieste. 


EUROPE 

2. FRANCE: Snhuman tp “iqqfrmze” labor — The head of Prime Minis- 
ter Schumanns personal Cabinet has informed US Ambassador Caffery 
that the Cabinet has agreed “in principle** on a six-months* mobiliza- 
tion of railroad workers, metal workers, flour-mill employees, dockers, 
and miners and on the * ‘requisition** erf government workers by decree. 
Source declared that every possible effort is being made to strengthen 
non-Communist labor elements and that, in order to avoid alienating 
these elements, Schuman will resort to forceful steps only “as a last 
resort.** 


De Gaulle by -passing So cia list leadership — Although General 
de Benouville, one of De Gaulle r s close advisers, has alleged to US 
Embassy Paris that De Gaulle is striving for the support of the non- 
Communist left, De Benouville admitted that De Gaulle is by -passing 
the Socialist leadership and hopes to come to direct agreement with 
important labor leaders. 


3. NETHERLANDS: Possible cabinet crisis over NET troop withdrawals — 
US Military Attache The Hague reports that a cabinet crisis may be 
precipitated by the issue of extended service for volunteer Netherlands 
troop units in the NEI. Lieutenant General Spoor, commanding general 
in the NEI, has declared that he cannot hold presently occupied areas 
without retaining the volunteer units. War Minister Fievez is rumored 
ready to resign if he is unable to fulfill his promise to the volunteers 
that they will be repatriated at the end of two years* service. 
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4, USSR: D erationing and replacement of currency rumored — US 
Embassy Moscow reports that the recurrent and widespread rumors 
of an early replacement of the present Soviet currency have brought 
about a phenomenal buyer’s spree” in Moscow and other cities in 
the USSR. According to the Embassy, the most credible rumors indi- 
cate that: (a) new currency will be issued about 5 December: (b) 
permission will be granted to exchange old ruble notes for new up 
to the amount of two months salary; and (c) derationing will take place 
on 15 December when a single -price system will be established 
setting prices considerably higher than those under the present ration 
system. Any changing of the currency, the Embassy believes, would 
be designed to prevent a run on food and other stocks if and when de- 
rationing takes place. 


5, 


NEAR EAST -AFRICA 

Qa yam Government may be overthrown — According to US 
Ambassador Allen, the Democrats of Iran party of Prime Minister 
Qavam has been sol it by the decision of 30 members to form a 
separate faction under the leadership of Majlis President Hekmat 
Allen adds that this group, by joining forces with the opposition 
National Unity party and the Independents, would have sufficient 
strength to overthrow the Qavam Government. Allen reports his 
impression that everyone considers the fall of the Government immi- 

who declares A®* he will retain majority support 
in the Majlis when a test of strength comes. 


FAR EAST 


6 ‘ SIAM: ^hte eB eJ F OT g j gn O ffice urges non-recognition of coup regime- 

mbas S y Nanking, the Chinese Foreign Office hopes 
that protracted non -recognition of the new Siamese Government will 
torce a change in the coup government which will permit liberal 
Siamese elements to exercise greater authority. 
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'L CHINA: N ew an ti-inflation measur es authorized — US Consulate 
General Shanghai has learned from Arthur Young, financial adviser 
£o the Chinese Government, that leading Central Bank and Shanghai 
smi izeipal officials have decided, under Chiang Kai-shek’s general 
authorization, on the following anti -inflation measures: temporary 
suspension of government bank credits, open market sales of cotton 
yjtrn, a crack-down on black -market exchange operators, and 
limited support of the CN dollar in Hong Kong at black market rates, 
{Humors of imminent anti -inflation measures have already reversed 
the trend in Shanghai’s black market, where the rate for US dollars 
has drooped back to CN $125,000, as against the CN $150,000 peak 
of £8 November.) 

(CIA Comment: Prospects of US aid undoubtedly are helping 
Jo create in Chinese financial markets a favorable atmosphere for 
Nationalist stop-gap measures,) 
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CRITICAL S ITUATIONS 


EURPPEAN RECOVERY ■ 
No significant new development. 






c 


GREECE ■ •' 

According to a communique issued concurrently with the recent 
Yugoslav -Bulgarian mutual assistance pact, the two participating 
states will not give the Security Council Balkan Commission any 
form of assistance and will not permit it to -“set foot on their 
territories/* Meanwhile, Foreign Minister Tsaldaris has ex- 
pressed to US officials his pessimism on Greece’s condition, has 
criticized delays in the US aid program, and has urged the neces- 
sity for more speedy action to salvage the situation (see item €>). 


CHINA 


No significant new development. 
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a T?<mm*Ad Communist drive to seize power in France and Italy— US 
7'lmSaisadbr Dunn in Rome has received from very Mgh Italian Gov- 
ernment sources a document, which the US Military Attache evaluates 
^authoritative,” relating to a recent special Cominform conference 
m. Poland. According to the MA, the document indicates that: (a) the 
Soviet Politburo is directing a coordinated all-out Communist cam- 
paign to take over the French and Italian Governments by violence 
rather than constitutional methods; (b) although the initial emphasis 
is apparently on the use of general strikes timed to block the opera- 
tion of the European recovery program, the Communists will not be 
restricted to this method; (c) the campaign is personally directed 
from Moscow by Zhdanov, secretary-general of the Soviet Commu- 
nist Party, through his ‘‘personal representative, Foreign Minister 
Ana Pauker of Rumania; (d) Mrs. Pauker is a member of a new 
soocial committee in Belgrade— composed of representatives of the 
Soviet, Yugoslav, French, and Italian Communist Parties— which 
operates independently of the Cominform and will regulate and 
synchronize Communist action in France and Italy; and (e) the com- 
mittee has been assured unlimited means — apparently including 
financing, food, and military stores— in order to carry out its cam- 
paign effectively. 

(CIA Comment: CIA suggests, preliminary to the receipt of 
the reported document, that the document is: (a) an Italian Govern- 
ment plant for the purpose of expediting interim aid by impressing 
on the US Congress the urgent need for countermeasures against 
Soviet plans; (b) a Cominform device to stimulate activity on the part 
of the Italian and French Communists and does not reflect any real 
intention to take the course indicated; or (c) an authentic and accurate 
indication of Soviet plans, which have as their maximum objective Com- 
munist seizure of the French and Italian Governments and as their 
minimum objective the creation of such economic and political chaos 
in France and Italy as will preclude the successful implementation of 
the European recovery program. 

(CIA does not believe that the French or Italian Communists 
are capable of seizing control of their respective Governments without 
material outside support. The supplying of such support, however, 
would involve the risk of a major conflict for which the USSR is presently 

unprepared.) 
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2. Ki ng Michael to delay return- -King Michael has informed US Ambas- 
sador Douglas in London that he will reside in Switzerland until the 
situation in Rumania is clarified. Meanwhile, US Ambassador Caffery 
in Paris has been informed that Michael will await the results of the 
London CFM meeting before making his final decision whether to 
return to Rumania. 

3. France to join IRQ — US Embassy Paris reports that France has 
decided to participate in the international Refugee Organization 
(IRQ) and that the bill will come up for Assembly action “without 
debate” on 2 December. 

(CIA Comment: French entry into the IRQ, which will bring 
the number of members to 12, is expected to encourage the entry of 
Belgium, Argentina, and Brazil, thus providing the 15 members neces- 
sary to give the IRQ full status.) 


EUROPE 


4. FRANCE: Blum predicts overthrow of C ommuni st union control — 
Leon Blum has told US Ambassador Caffery that it should be possible 
“in the not too distant future” for the anti -Communist trade unionists 
to break Communist control of the CGT where opposition to the Com- 
munists is growing daily, Blum believes that it is “now of vital 
importance” to support and encourage non -Communist elements in 
the trade unions. In expressing extreme disapproval of De Gaulle 
for actions which have “seriously hampered the efforts of the real 
democratic elements in France,” Blum explained that he took a 
strong stand against De Gaulle in the Assembly because of his con- 
viction that French recovery depends “to a very great extent on the 
non -Communist left,” 


5, ITALY: Communists may resort to d irect a ction — US Ambassador 
Dunn expresses his c onvictionlhatf because the political trend of 
Italy is now away from Communism and because the internal economy 
of the country has improved, the Communists will now assail law and 
order directly with intimidation and terrorization and may thus “in 
effect take over control of the country,” Dunn doubts that the Govern- 
ment has sufficient forces of public order for dealing with such a 
situation, though he believes that Government use of police and even 
the army would have the majority support of the Italian people. 
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{ CIA. Comment: US Military Attache Rome has estimated 
that the Government's armed forces and security troops are 
capable of preventing Communist seizure of power unless the 
Communists secure major Yugoslav assistance, CIA believes, 
however, that the Communists may succeed in creating a general 
state of disorder and terror.) 

6 * GREECE: Tsa ldaris expresses pessimism about over-all Situation- 
Foreign Minister Tsaidar is 'has expressed’to US Charge Keeley .and 
AMAG Chief Griswold his deep concern over “the whole situation 
in Greece." Tsaldaris declared that conditions in Greece have so 
deteriorated since the original aid vote that everything points to the 
necessity for increased speed if the situation is to be met squarely,, 
Tsaldaris expressed the view that implementation of AMAG measures 
has been dangerously delayed because AMAG recommendations have 
not been approved promptly by Washington. He stressed the serious- 
ness of the gold situation and urged the necessity for a quick decision 
on the stabilization of the gold market. 

Eeelev comments that although the Greeks themselves have 
failed “to produce the kind of speed they ask of the US," there is 
an overriding necessity to implement AMAG decisions as quickly 
as possible, and that “our thinking must transcend the limited cir- 
cumstances of the original aid program." 


NEAR EAST -AFRICA 

1 , TURKEY: Turks foresee new Communist menace from the south — 
Foreign Minister Sadak has told USXmbassador Wilson that: (a) 
the Soviet decision to support the partition of Palestine, despite 
the Arab resentment thus incurred, can be attributed to the value 
the USSR attaches to the opportunity afforded by official participa- 
tion in Palestine to infiltrate Soviet agents into Arab countries; 
and (b) many small Soviet vessels with large crews and unknown 
cargo, passing through the Straits destined for Syria and Lebanon, 
are returning with crews of decreased size. Sadak infers that 
Soviet agents are constantly being landed for activity in Arab countries 
and he considers that Turkey may in the future be faced by a greater 
Communist menace from across its long southern borders than it 
has hitherto withstood from the north, 

- 4 - 


Approved For Release 2001/04/04 : CIA- 



P78-01 61 7A005900020001 -1 



Approved For Release 2001/p4/04 : CIA-RDP78-01617A005900020001-1 




THE AMERICAS 

8. VENEZUELA: Betan court threatens to cancel oil shipments to Brazil— 
US Embassy Caracas reports that P resident Bei'mcourt caned in the 
heads of private oil companies to inform them that he has threatened 
the Brazilian Government with an embargo on “all shipments of crude 
oil and refined products'* unless the latter government cancels the 
arms deal with the Dominican Republic. Betancourt further stated 
that if Brazil does not capitulate, he will ask the oil companies to 
“cooperate by stopping shipments/* 
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